OOCKe 


VOLUME 15, NO. 15 


OCTOBER 3, 1978 





RELEASES IN THIS ISSUE 





Securities Act ~ 5978-5980 
Securities Exchange Act - 15164-15180 
Public Utility Holding 

Company Act 20710-20713 
Investment Company Act - 10408-10415 
Litigation 8513, 

8539- 8543 

Securities Investor 

Protection Act - 


NOTE: Litigation Release No. 8513 dated August 
22, 1978 in the matter of Arnold & Co., Inc. is a 
duplicate of a previous release number 8496 dated 
August 9, 1978. Release No: 8513 dated September 
21, 1978 is the correct release. 


This listing covers releases issued from 9/15/78- 
9/21/78. 


This listing does not affect the legal status of any 
document published in this issue. 





SEC DOCKET INDEX 








VOLUME FOUND IN DOCKET DATED 


Vol. V, No. 15 12/3/74 
Vol. V, No. 16 12/10/74 
Vol. VI, No. 3 1/8/75 
Vol. VI, No. 15 4/22/75 
Vol. VI, No. 20 5/28/75 
Vol. Vil, No. 8 7/22/75 
Vol. Vill, No. 15 1/28/76 
Vol. IX, No. 11 5/18/76 
Vol. X, No. 11 10/5/76 
Vol. XI, No. 9 2/8/77 
Vol. Xll, No. 12 7/19/77 
Vol. Xill, No. 11 11/29/77 
Vol. XIV, No. 12 4/25/78 
Vol. XV, No. 12 9/12/78 








SIGNIFICANT ITEMS 


RULES 





33-5978 Commission withdrawing rule pro- 
posals which would provide a means 
by which certain post-effective amend- 
ments to registration statements filed 
on Form S-8 under the 1933 Act might 
become effective automatically, with- 
out affirmative action on part of the 
Commission staff 


33-5979 Commission amending two rules 
which provide safe harbors for the re- 
sale of securities to the public 


Commission publishing for comment 
a proposal to amend two rules which 
provide safe harbors for the resale of 
securities to the public 


The following releases relate to self-regulatory 
organization rule proposals and/or adoptions. 


34-15171 34-15174 34-15177 
34-15172 34-15175 34-15180 
34-15173 34-15176 














SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 5978/September 18, 1978 


EFFECTIVE DATE OF AMENDMENTS TO REGISTRA- 
TION STATEMENT AND EXPANSION OF DEFINI- 
TIONAL RULE 


AGENCY: Securities and Exchange Commission. 
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ACTION: Withdrawal of notice of proposed rule- 
making. 


SUMMARY: The Commission is withdrawing rule 
proposals which would have provided a means by 
which certain post-effective amendments to registra- 
tion statements filed on Form S-8 under the Securities 
Act of 1933 might become effective automatically, 
without affirmative action on the part of the 
Commission or its staff. This action is taken because it 
appears that the proposals would not provide any 
significant advantage over current practice and would 
not be utilized by a significant number of issuers. The 
Commission is also deferring the possible expansion 
of a definitional rule which would have permitted 
delivery of prospectuses relating to securities 
registered on Form S-8 which are traded in unsolicited 
transactions on the automated quotation system of a 
registered national securities association. 


EFFECTIVE DATE: September 18, 1978. 


FOR FURTHER INFORMATION CONTACT: John A. 
Granda (202/755-1750), Office of Disclosure Policy and 
Proceedings, Division of Corporation Finance, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The Commis- 
sion announced the withdrawal of proposed Rule 480 
and a conforming amendment to Rule 459 which were 
published for comment in Securities Act Release No. 
33-5768 (November 22, 1976) [41 FR 52701]. These 
proposals would have provided a means by which 
post-effective amendments on Form S-8 could be made 
effective automatically under certain conditions 
without affirmative action by the Commission or staff. 
Under the present procedure, Section 8(c) of the 
Securities Act of 1933 (“Act”) (15 U.S.C. 77a et seq.) 
requires that all amendments filed after the effective 
date of a registration statement shall become effective 
on such date as the Commission may determine. ! 
Thus, affirmative action by the Commission currently 


is always required for a post-effective amendment to 
become effective. 


The conditions required to be satisfied by an issuer in 
order for its amendment to become automatically 





1 Section 8(c) states that: “an amendment filed after 
the effective date of the registration statement, if such 
amendment, upon its face, appears to the Commission 
not to be incomplete or inaccurate in any material 
respect, shall become effective on such date as the 
Commission may determine, having due regard to the 
public interest and the protection of investors. 
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effective were set forth in paragraph (a) of the proposed 
rule. They include the following: (1) preparation of the 
post-effective amendment in accordance with Form S-8 
under the Act; (2) selection by the issuer of any 
effective date not less than twenty days following the 
date the amendment was filed; and (3) presentation of 
a legend on the facing page of the amendment and 
compliance with the conditions described therein. 


Under paragraph (b) of proposed Rule 480, the 
post-effective amendment would not become effective 
if asecond post-effective amendment were filed prior to 
the effective date specified on the first such 
amendment. Proposed Rule 480(c) simply provided 
that the post-effective amendments not filed pursuant 
to Rule 459 merely indicated the manner in which the 
twenty day period of proposed Rule 480(a) would be 
computed. 


While intended to eliminate the need for affirmative 
Commission or staff action in post-effective 
amendments to Form S-8 becoming effective, the 
proposed rule, in operation, would not have altered the 
present process of staff review of such amendments. 
Moreover, the present procedures of issuing an order 
confirming that the amendment has become effective 
as well as transmittal by mail and telegram of a copy of 
the order to the registrant and inclusion of such order 
in the Commission’s files would have been continued if 
the proposed rule had been adopted. However, any 
failure or delay in issuing an order to the registrant 
would not have prevented the amendment from 
becoming effective pursuant to proposed Rule 480 of 
the registrant had met all of its conditions. 


The majority of the letters of comment indicated that 
proposed Rule 480 would not provide any significant 
advantage over current practice. The view was also 
expressed that issuers would not utilize proposed Rule 
480(a) unless assurance could be obtained prior to the 
scheduled effective date that the staff had reviewed the 
amendment and had no comments. The reluctance of 
issuers to rely on the rule without such assurance 
appears to be attributable to their concern over the 
possibility that the staff would have comments after an 
amendment became effective, thereby creating the 
prospect of reprinting and redistributing prospectuses 
as well as the issuance of a stop order. 


The Commission believes that if the staff is to review 
the amendment, communicate to the issuer that it has 
no comments, and prepare an order confirming that the 
amendment has become effective pursuant to Rule 
480(a), there will be little substantive difference 
between Rule 480(a) and the existing procedure for 
making post-effective amendments on Form S-8 
effective. Moreover, the issuer’s ability to determine 
the date of effectiveness of the post-effective 
amendments to registration statements on Form S-8 





was considered by certain commentators to be of 
marginal benefit because of the minimum waiting 
period of twenty days. The Commission also notes that 
its staff typically is able to adhere to any reasonable 
schedule set forth by the registrant and that proposed 
Rule 480 would impose the additional burden of filing 
and monitoring delaying amendments. 


In view of the lack of any significant advantages which 
would be derived from proposed Rule 480 and the 
conforming amendment Rule 459, the Commission has 
determined to withdraw them. 


POSSIBLE AMENDMENTS TO RULE 153 


Comment was also specifically invited on possible 
amendments to expand Rule 153 (17 CFR 230.153) to 
permit delivery of prospectuses relating to securities 
registered on Form S-8 which are traded in unsolicited 
transactions on the automated quotation system of a 
national securities association registered under 
Section 15A of the Securities Exchange Act of 1934 
(“Exchange Act”) (15 U.S.C. 78a et seq., as amended 
by Pub. L. 94-29 (June 4, 1975)).2 Only one letter of 
comment addressed the possible expansion of the 
Rule. In view of the lack of public interest and input, 
the Commission has decided to defer further 
consideration of the concept and not to proposed 
specific amendments to Rule 153 at this time. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5979/September 19, 1978 


Resales of Securities 





2 Rule 153 provides generally that the requirements of 
Section 5(b)(2) of the Act that a transaction be 
“preceded by a prospectus’ may be satisfied 
constructively through the actual delivery of 
prospectuses to the national securities exchange on 
which the transaction is effected. The Rule 
contemplates that such prospectuses then may be 
redelivered to members of such exchange upon their 
request. 


AGENCY: Securities and Exchange Commission 


ACTION: Final rules. 


SUMMARY: The Commission is amending two rules 
which provide safe harbors for the resale of securities 
to the public. The amendments will: (1) relax the 
limitations on the amount of securities that can be sold 
under the rules; (2) permit persons selling securities 
under the rules to deal directly with a market maker in 
lieu of engaging a broker; and (3) exempt estates and 
beneficiaries thereof who are not affiliates of the issuer 
of the securities from the requirement that all sales 
transaction under the rules be conducted through a 
broker or directly with a market maker. The 
amendments are being adopted in order to relax certain 
requirements of the rules which appear to be more 
burdensome than necessary. 


EFFECTIVE DATE: September 25, 1978. 


FOR FURTHER INFORMATION CONTACT: Peter J. 
Romeo, Division of Corporation Finance, Securities 
and Exchange Commission, Washington, D.C. 20549, 
(202) 755-1240. 


SUPPLEMENTARY INFORMATION: The Commis- 
sion today announced the adoption of various 
amendments to Rule 144 [17 CFR 230.144] and Rule 
148 [17 CFR 230.148] under the Securities Act of 1933 
(“1933 Act”) [15 U.S.C. 77a et seq.]. The amendments 
are intended to reduce the burdens imposed by the 
above rules in a manner that is consistent with the 
purpose and underlying policy of the 1933 Act to 
protect investors. In a related action, the Commission 
has determined to publish a separate release in the 
near future inviting public comments on certain 
proposed amendments to Rules 144 and 148 which also 
are designed to limit the burdensome effects of those 
rules. 


BACKGROUND 


Rule 144 prescribes standards which, if met, permit 
holders of restricted securities’ as well as affiliates 





1 The term “restricted securities” includes securities 
acquired in non-public offerings, such as those under 
Section 4(2) of the 1933 Act, as well as securities 
acquired in offerings made in reliance upon Rule 240 
[17 CFR 230.240] under the Act. 


2 An “affiliate” of an entity is defined in Rule 405 [17 
CFR 230.405] under the 1933 Act as “a person that 


directly, or indirectly through one or more 
intermediaries, controls, or is controlled by, or is under 
common control with, the [entity].” 
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of an issuer to sell their securities publicly without 
registration and without being deemed underwriters 
under the 1933 Act. Rule 148 similarly provides a safe 
harbor for the resale of securities acquired in 
bankruptcy proceedings. 


At the time Rule 144 was adopted, it was considered to 
be an experiment whose operation would be monitored 
by the Commission.4 The rule now has been in 
existence for over six years and appears generally to 
have operated well insofar as achieving its intended 
purposes under the 1933 Act is concerned. It has, 
however, been subject in recent years to the criticism 
that its requirements, particularly those limiting the 
amount of securities that can be sold under it, are more 
stringent than necessary. 


The Commission has not been unmindful of the critical 
comments concerning Rule 144, as evidenced by 
certain of its actions in recent years. For example, in 
Release No. 33-5613 (September 11, 1975) [40 FR 
44541] it relaxed somewhat the volume limits 
applicable to sales of exchange-traded securities under 
the rule. This was accomplished by permitting 
NASDAQ® volume figures to be aggregated with 
exchange volume figures in determining the maximum 
amount of such securities that could be sold under the 
rule. In Release No. 33-5717 (June 8, 1976) [41 FR 
24701] it further relaxed the volume limitations of Rule 
144 by permitting trading data appearing on the 
consolidated transaction reporting system contem- 
plated by Rule 17a-15 [17 CFR 240.17a-15] under the 
Securities Exchange Act of 1934 (“1934 Act”) [15 
U.S.C. 78a et seq.] to be used in determining the 
amount of exchange-listed securities which may be 
sold under the rule. In addition, the Commission 





3 The term “underwriter” is broadly defined in Section 
2(11) of the 1933 Act and includes persons who acquire 
securities “with a view to. . . distribution.” 


4 See in this regard the portion of Release No. 33-5223 
(January 11, 1972) [37 FR 591] entitled “Operation of 
the Rule.” 


5 For example, the report of the SBA Task Force on 
Venture and Equity Capital for Small Business, U.S. 
Small Business Administration: (January 1977) 
recommends that the requirements of the rule be 
relaxed somewhat. In addition, several persons 
testified at the Commission’s recent hearings on small 
business that the rule should be modified in various 
respects. 


6 NASDAQ is the name of the automated quotation 
service of the NASD, Inc. 
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invited public comments in that release on the need for 
further modifying the volume limitations of the rule. 
Finally, it authorized its Directorate of Economic and 
Policy Research (“EPR”) to conduct a study of sales 
under the rule to assess the market impact of the rule’s 
volume limitations. 


EPR recently completed its study and submitted its 
findings to the Commission.’ The study encompassed 
a sample of 155 large transactions in exchange-listed 
securities only.8 The study concluded that “In the 
aggregate, there did not appear to be any significant 
adverse price impacts associated with Rule 144 
transactions.”9 It further stated that “. . . if the quantity 
limitation were relaxed, potential adverse price effects 
might be observed. . . [bjut there is evidence which 
mutes this concern.” 


The EPR study suggests that the volume limitations of 
Rule 144 can be relaxed on an experimental basis. In 
light of that study, as well as its concern that the rule 
may be more restrictive than necessary in its present 
form, the Commission has determined to relax Rule 
144 in certain significant respects. Similar changes 
also are being made in Rule 148 in line with the 
Commission’s statement at the time it adopted the rule 
that if the Rule 144 volume limitations were relaxed as 
a result of the EPR study it anticipated making 
corresponding changes in Rule 148.'' In addition to 
the changes being adopted today, which are described 
in the next section of this release, certain additional 
revisions to Rules 144 and 148 will, as previously 
noted, be proposed for public comment in a separate 
release. 





7 The study is entitled “An Analysis of the Rule 144 
Volume Limitations” (hereinafter the “EPR Study”) and 
is available for public inspection at the Commission’s 
Public Reference room located at 1100 L Street, N.W., 
Washington, D.C. 


8A study of the volume limitation provisions of Rule 
144 with respect to over-the-counter securities is 
currently in progress but will likely neither be as timely 
nor as reliable as the already-completed study due to 
data limitations. 


9 EPR Study, 21. 


10 jbid., 22-23. 


11 Release No. 33-5918 (March 29, 1978) [43 FR 14445]. 





DISCUSSION OF THE CHANGES 


The provisions of Rules 144 and 148 that are being 
revised involve the volume limitation and brokerage 
transaction requirements of those rules. 


A. Volume Limitations 


Prior to the amendments announced today, paragraph 
(e) of Rule 144 provided that the amount of securities 
that could be sold under the rule during any six-month 
period could not exceed the following: (a) for securities 
listed on a national securities exchange ° (“listed 
securities”), the lesser of either one percent of the 
shares or other units of the class outstanding or the 
average weekly trading volume during the four week 
period immediately preceding the sale; and (b) for 
securities not listed on an exchange (“unlisted 
securities”), one percent of the outstanding securities 
of the ciass. Rule 148 provided in paraagranh (b)(1) 
thereof that the volume limit during any six-month 
period shall be one percent of the sume of those 
securities of the class which are outstanding and those 
which are reserved for future issuance to settle claims 
and interests arising from bankruptcy proceedings. 


The amendments to the above provisions announced 
today involve two major changes. First, the six-month 
period for measuring sales under the rules has been 
reduced to three months. Second, the standard used in 
Rule 144 to determine the amount of securities that 
may be sold during the measuring period has been 
revised to permit, for both listed and unlisted 
securities, the sale of the greater of one percent of the 
outstanding securities of the class or the average 
weekly trading volume during the four calendar weeks 
preceding the sale. A similar change also has been 
made in Rule 148.12 These revisions will more than 
double the amount of securities that formerly could be 
sold under the rules.'Y In addition, the changes will 
have the effect of eliminating the disparity that 





12F or purposes of Rule 148, the base upon which the 
one percent standard will be computed will include, in 
addition to the outstanding securities of the class, the 
securities reserved for future issuance in settlement of 
claims or interests. 


13 In view of the substantial increase in the amount of 
securities that will now be permitted to be sold under 
Rules 144 and 148, consideration should be given by 
persons who may be subject to Rule 10b-6 [17 CFR 
240.10b-6] under the 1934 Act to whether sales under 
the liberalized volume limitations of Rules 144 and 148, 
under certain circumstances, may involve distributions 
for purposes of Rule 10b-6. 


formerly existed in Rule 144 between the volume 
standards for listed securities and those for unlisted 
securities. 


It should be noted that in computing the average 
weekly trading volume for purposes of the revised 
volume standards, both exchange volume and 
NASDAQ volume will continue to be included in such 
computations. And, to the extent that volume figures 
are available through the consolidated transaction 
reporting system comtemplated by Rule 17a-15 under 
the 1934 Act, such figures also will continue to be 
considered in determining the volume limits. Of 
course, if volume figures are not available through an 
exchange, NASDAQ, or the consolidated transaction 
reporting system, the amount limitation for purposes 
of Rule 144 will have to be based solely on one percent 
of the outstanding securities of the class. 


In adopting the changes described above, the 
Commission wishes to emphasize that they are 
experimental in nature and are subject to review as to 
their effect on the marketplace. Because no one can 
predict in advance the point at which market 
disruptions due to excessive sales under Rules 144 and 
148 may occur, it is necessary to be somewhat arbitrary 
in selecting the limits for sales under the rules. While 
the changes announced today represent the 
Commission’s best estimate at this time as to 
acceptable volume limits, the possibility exists that 
they may prove to be unsatisfactory. For that reason, 
the Commission intends to monitor their effects and 
may consider further amendments to the volume limits 
at some future date. 


B. Brokers’ Transaction Requirement 


Rule 144 until now has required persons relying on the 
rule for the sale of securities to effect all such sales in 
brokers’ transactions. The broker in turn has been 
prohibited by the rule from solicitating orders to buy 
the securities, and the seller has not been permitted to 
make payments in connection with the sale of the 
securities to any other person other than the broker. 
Rule 148 has contained a similar requirement. 


The Commission has determined to make two changes 
in the brokers’ transaction requirement, as explained in 
the paragraphs which follow: (1( transactions directly 
with a market maker will be permitted in lieu of brokers’ 
transactions; and (2) estates and beneficiaries thereof 
who are not affiliates of the issuer will be exempted 
from the brokers’ transaction requirement. The 
prohibitions against the solicitation of buy orders and 
making payments to any person other than the broker, 
however, have not been changed and therefore, will 
continue to apply. 
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1. Transactions with a market maker. 


The brokers’ transaction requirement of Rules 144 and 
148 was included to insure that persons selling under 
those rules did not solicit orders to buy the securities 
in connection with such transactions. Such 
solicitations not only are inconsistent with the effort in 
those rules to limit sales to “routine trading 
transactions” but also raise the corresponding concern 
whether such persons are participating in a distribution 
of the securities being sold. The brokers’ transaction 
requirement appears, however, to impose unnecessary 
expense by requiring the interpositioning of a broker in 
those situations where a seller could trade directly with 
a market maker,’4 absent the brokers’ transaction 
requirement. Because a market maker, by definition, 
holds himself out as willing to buy that particular 
security on a regular or continuous basis, a seller 
should not, for purposes of Rules 144 and 148, be 
considered to have solicited a trade directly with a 
market maker. The Commission finds no policy reason 
why a seller should not be able to trade directly with a 
market maker under essentially the same circum- 
stances that he could trade indirectly with that market 
maker through a broker and, accordingly, has revised 


Rules 144 and 148 to eliminate the brokers’ transaction - 


requirement in such situations. 


2. Exemption for non-affiliated estates and benefici- 
aries. 


The brokers’ transaction requirements of Rules 144 and 
148 presently apply to all securities sold under those 
rules, regardless of the nature of the seller. The rule 
has been criticized on the ground that it is not always 
possible for estates or beneficiaries thereof who are 
not affiliates of the issuer to sell blocks of restricted 
securities in brokers’ transactions in those circum- 
stances where the issuer is small and there is no ready 
market for its securities. In view of the special circum- 
stances attendant to securities acquired by or from an 
estate, as well as the fact that non-affiliated estates 
and beneficiaries are exempted from the holding 
period'5 and volume limitation’® requirements of Rule 





14 Section 3(a)(38) of the 1934 Act defines the term 
“market maker” to mean “any specialist permitted to 
act as a dealer, any dealer acting in the capacity of 
block positioner, and any dealer who, with respect to a 
security, holds himself out (by entering quotations in 
an interdealer communications system or otherwise) 
as being willing to buy and sell such security for his 
own account on a regular or continous basis. 


15 See paragraph (d)(4)(vii) of Rule 144. 


16 See paragraph (e)(3)(v) of Rule 144. 


1112/SEC DOCKET 


144, the Commission has determined to provide a 
similar exemption from the brokers’ transaction 
requirement as well. A corresponding change is also 
being made in Rule 148. 


TEXT OF THE AMENDMENT 
|. 17 CFR 230.144 is amended to read as follows: 


§230.144 Persons deemed not to be engaged in a 
distribution and therefore not underwriters. 


* * * * 


(e) Limitation on Amount of Securities Sold. Except 
as hereinafter provided, the amount of securities which 
may be sold in reliance upon this rule shall be 
determined as follows: 


(1) Sales by Affiliates. If restricted or other securities 
are sold for the account of an affiliate of the issuer, the 
amount of securities sold, together with all sales of 
restricted and other securities of the same class for the 
account of such person within the preceding 
three months, shall not exceed the greater of (i) one 
percent of the shares or other units of the class 
outstanding as shown by the most recent report or 
statement published by the issuer, or (ii) the average 
weekly reported volume of trading in such securities on 
all national securities exchanges and report through 
the automated quotation system of a registered 
securities association during the four calendar weeks 
preceding the filing of notice required by paragraph (h), 
or if no such notice is required, the date of receipt of 
the order to execute the transaction by the broker or the 
date of execution of the transaction directly with a 
market maker, or (iii) the average weekly volume of 
trading in such securities reported through the 
consolidated transaction reporting system contem- 
plated by Rule 17a-15 under the Securities Exchange 
Act of 1934 during the four-week period specified in (ii) 
above. 


(2) Sales by persons other than affiliates. The amount 
of restricted securities sold for the account of any 
person other than an affiliate of the issuer, together 
with all other sales of restricted securities of the same 
class for the account of such person within the 
preceding three months, shall not exceed the amount 
specified in paragraphs (1)(i), (1)(ii), or (1)(iii) of this 
section, whichever is applicable. 


* * * 


(f) Manner of sale. The securities shall be sold in 
“brokers’ transactions” within the meaning of Section 
4(4) of the Act or in transactions directly with a “market 





maker,” as that term is defined in Section 3(a)(38) of 
the Securities Exchange Act of 1934, and the person 
selling the securities shall not (1) solicit or arrange for 
the solicitation of orders to buy the securities in 
anticipation of or in connection with such 
transactions, or (2) make any payment in connection 
with the offer or sale of the securities to any person 
other than the broker who executes the order to sell the 
securities. The requirements of this paragraph, 
however, shall not apply to securities sold for the 
account of the estate of a deceased person or for the 
account of a beneficiary of such estate, provided the 
estate or beneficiary thereof is not an affiliate of the 
issuer. 


il. 17 CFR 230.148 is amended to read as follows: 


§230.148 Persons deemed not to be underwriters of 
securities issued or sold in connection with bankruptcy 
proceedings. 


* 


(b) Securities issued under a plan. A person or entity 
who acquires securities issued under a plan in a 
transaction exempt from the registration requirements 
of the Securities Act of 1933 shall not be deemed an 
underwriter within the meaning of Section 2(11) of the 
Act with respect to resale of such securities if all of the 
following conditions are met: 


(1) Volume Limitation. The amount of securities sold 
for the account of such person or entity during any three 
month period shall not exceed the greater of (i) one 
percent of the sum of the number of shares or other 
units of the class issued and outstanding and the 
number of shares or units of the class reserved for 
future issuance in respect of claims and interests filed 
and allowed under the plan, as shown by the most 
recent report or statement published by the issuer, or 
(ii) the average weekly reported volume of trading in 
such securities on all national securities exchanges 
and reported through the automated quotation system 
of a registered securities association during the four 
calendar weeks preceding the date of receipt of the 
order to execute the transaction by the broker or the 
date of execution of the transaction directly with a 
market maker, or (iii) the average weekly volume of 
trading in such securities reported through the 
consolidated transaction reporting system contem- 
plated by Rule 17a-15 under the Securities Exchange 
Act of 1934 during the four-week period specified in (ii) 
above. For the purpose of determining the limination 
on the amount of securities sold, all securities of the 


same Class sold under this rule by persons or entities 
acting in concert shall be aggregated. 


(3) Manner of sale. The securities shall be sold in 
“brokers’ transactions” within the meaning of Section 
4(4) of the Securities Act or in the transactions directly 
with a “market maker,” as that term is defined in 
Section 3(a)(38) of the Securities Exchange Act of 
1934, and the person selling the securities shall not (i) 
solicit or arrange for the solicitation of orders to buy 
the securities in anticipation of or in connection with 
such transactions, or (ii) make any payment in 
connection with the offer or sale of the securities to 
any person other than the broker who executes the 
order to sell the securities. The requirements of this 
paragraph, however, shall not apply to securities sold 
for the account of the estate of a deceased person or 
for the account of a beneficiary of such estate, 
provided the estate or beneficiary thereof is not an 
affiliate of the issuer. For the purpose of this rule, the 
term “brokers’ transactions” shall be deemed to 
include transactions of the type described in Rule 
144(g) (§230.144(g)) under the Securities Act. 


* * . * oa 


[Secs 2(11), 4(1), 4(4), 19(a), 48 Stat. 74, 77, 85; secs. 
201, 203, 209, 210, 48 Stat. 904, 906, 908; secs. 1-4, 6, 
68, Stat. 683, 684; sec. 12, 78 Stat. 580; 15 U.S.C. 
77b(11), 77d(1), 77d(4), 77s(a).} 


STATUTORY BASIS AND EFFECTIVE DATE 


The amendments to Rules 144 and 148 have been 
adopted by the Commission pursuant to the Securities 
Act of 1933, particularly Sections 2(11), 4(1), 4(4) and 
19(a) thereof. The amendments will become effective 
on September 25, 1978. 


Because all of the amendments adopted today 
represent a relaxation of existing requirements that 
were previously published for comment pursuant to the 
Administrative Procedure Act [5 U.S.C. 533], the 
Commission finds that prior notice and public 
comment under the Act are not necessary. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES ACT OF 1933 
Release No. 5980/September 20, 1978 


RESALES OF SECURITIES 
AGENCY: Securities and Exchange Commission. 
ACTION: Proposed rulemaking. 


SUMMARY: The Commission is published for 
comment a proposal to amend two rules which provide 
safe harbors for the resale of securities to the public. 
The proposed amendments would permit persons who 
have held securities covered by the rules for a period of 
five years or more to sell such securities without any 
amount limitation, provided such persons are not 
affiliates of the issuer of the securities. The purpose 
of the amendments is to relax certain requirements of 
the rules which may be more burdensome than 
necessary. 


DATE: Comments must be received on or before 
November 20, 1978. 


ADDRESS: Comments should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capito! Street, Washington, D.C. 20549. Comment 
letters should refer to File No. S7-755 and will be 
available for public inspection. 


FOR FURTHER INFORMATION CONTACT: Peter J. 
Romeo, Division of Corporate Finance, Securities and 
Exchange Commission, Washington, D.C. 20549, (202) 
755-1240. 


SUPPLEMENTARY INFORMATION: The Commis- 
sion today published for comment proposed 
amendments to Rule 144 [17 CFR 230.144] and Rule 
148 [17 CFR 230.148] under the Securities Act of 1933 
(“1933 Act”) [15 U.S.C. 77a et seq.]. The amendments 
are being proposed for the purpose of relaxing certain 
requirements of the rule which may be unnecessarily 
burdensome. In a related action, the Commission 
previously announced in a_ separate release’ the 
adoption of other amendments to Rules 144 and 148 
which similarly are designed to reduce the burdens of 


those rules. 
BACKGROUND 


Both Rule 144 and Rule 148 provide a safe harbor for 
the public resale of certain types of securities. Rule 144 





1Release No. 33-5979 (September 19, 1973) [43 FR]. 
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applies to the resale of “restricted securities”2 and 
securities held by affiliates? of an issuer, while Rule 
148 is applicable to the resale of securities acquired in 
bankruptcy proceedings. Both of these rules prescribe 
standards which, if met, permit persons who hold such 
securities to sell them publicly without the need for 
registration and without being deemed underwriters 
under the 1933 Act. 


Rule 144 was considered to be an experiment at the 
time of its adoption. Accordingly, the Commission 
has monitored its operation to determine how well it is 
working and what changes, if any, are necessary to 
improve it. Generally, it is the Commission’s view that 
the rule has operated well insofar as achieving its 
primary purpose, the protection of investors, is 
concerned. It has, however, been subject in recent 
years to the criticism that several of the requirements, 
particularly those limiting the amount of securities that 
can be sold under it, are more restrictive than 
necessary to achieve the purposes of the 1933 Act. 


The Commission has given consideration to the critical 
comments concerning Rule 144 and in the past several 
years has taken various steps to relax some of the 
rule’s requirements. Sit now proposes to take a further 
step in that direction by publishing for comment an 
amendment that would permit sales under the rule to 
be made without any volume restrictions, provided the 





2The term “restricted securities” includes securities 
acquired in non-public offerings, such as those under 
Section 4(2) of the 1933 Act, as well as securities 
acquired in offerings made in reliance upon Rule 240 
[17 CFR 230.240] under the Act. 


San “affiliate” of an entity is defined in Rule 404 [17 
CFR 230.405] under the 1933 Act as “a person that 
directly, or indirectly through one or more inter- 
mediaries, controls, or is controlled by, or is under 
common control with, the (entity).” 


4The term “underwriter” is broadly defined in Section 
2(11) of the 1933 Act and includes persons who acquire 
securities “with a view to ... distribution” or who 
participate directly or indirectly in the distribution of a 
security. 


See in this regard the portion of Release No. 33-5223 
(January 11, 1972) [37 FR 591] entitled “Operation of 
the Rule.” 


SFor more information in this regard, see the release 
cited in footnote 1, infra. 





seller is not an affiliate of the issuer and has held his 
securities for at least five years. A similar amendment 
to Rule 148 also is being proposed for comment. 


DISCUSSION OF THE PROPOSAL 


Under the existing provisions of Rule 144, a non- 
affiliate who has held restricted securities for at least 
two years may commence selling specified amounts of 
those securities during periods of three months each.’ 
If, however, such a person does not sell any securities 
during a particular three month period, he is not per- 
mitted to cumulate the amount that could have been 
sold during the period with the amount permitted to be 
sold during a later three month period. Thus, for 
example, a person who has held restricted securities 
for five years without making any prior sales could not 
sell any greater number of securities during a three 
month period than a person who has held similar 
securities for only two years. 


The inability to cumulate under the rules has fostered 
complaints that the rule is unnecessarily restrictive. 
For instance, it has been urged that a person who has 
held his securities for five years has demonstrated by 
his lengthy holding period that he is not an underwriter 
within the meaning of Section 2(11) of the 1933 Act. 
According to this line of reasoning, the lengthy holding 
period is an ample indication that the person did not 
acquire his securities “with a view to distribution.” 
Thus, under this rationale the person with the five year 
holding period should be free to resell his securities 
without restriction under Section 4(1) of the 1933 Act, 
which exempts from registration sales of securities by 
any person who is not an “issuer, underwriter, or 
dealer.” Adherents of this point of view therefore argue 
that Rule 144 should not place limits on sales of 
securities which have been held for lengthy periods of 
time. 





7in general, a person may sell during any three month ' 


period an amount equal to the greater of the average 
weekly trading volume (if available) or one percent of 
the outstanding securities of the class. See, in this 
regard, paragraph (e) of Rule 144, as recently amended 
in the release cited in footnote 1, infra. 


8it should be noted that Rule 144 is not the exclusive 
means for selling restricted securities without 
registration under the Act. The rule is intended simply 
to be a safe harbor for establishing the availability of 
the exemption provided by Section 4(1). Thus, sales of 
restricted securities which do not constitute a distri- 
bution may be made by non-affiliates directly under 
Section 4(1), provided they are in accordance with 
current interpretations of that section. 


While the Commission agrees that the length of one’s 
holding period is a major consideration in determining 
whether a person is an underwriter, it is not the only 
one which bears upon that issue. As the Commission 
pointed out in the release? which announced the 
adoption of Rule 144, the definition of “underwriter” in 
Section 2(11) also includes any person who partici- 
pates in a distribution and this requires that other 
factors also be examined. Included among these other 
factors, which all bear upon whether a person may be 
engaged in a distribution, are the availability of 
adequate current information about the issuer and the 
impact on the trading market of the sale transaction. 


In an effort to take into consideration all of the factors 
that should be considered in determining whether a 
person is an underwriter, while at the same time 
attempting to provide appropriate relief to those who 
have held their securities for periods of considerable 
length, the Commission has decided to invite public 
comment on the proposal briefly referred to in the pre- 
ceding section. As stated therein, the proposal would 
permit non-affiliates of an issuer to sell their securities 
under Rule 144 without any volume restrictions after 
they have held the securities for a period of five or more 
years. This proposal not only would give major recog- 
nition to the length of one’s holding period, but also 
would continue to take into consideration the other 
elements involved in Section 2(11) by applying certain 
other provisions of Rule 144, such as the public 
information and manner of sale requirements, to trans- 
actions covered by the proposal. 


The effect of the proposal outlined above would be to 
exempt non-affiliates from the volume limitations of 
the rule after they have held their securities for at least 
five years. All other provisions of the rule would 
continue to apply to such persons. In this regard, how- 
ever, the Commission is interested in receiving com- 
ments on whether the notice of sale requirement of 
paragraph (h) of the rule should continue to be applied 
to non-affiliates who might wish to avail themselves of 
the new provision. 


With respect to the holding period of five years con- 
tained in the proposal, the Commission also invites 
comments on whether it would be appropriate to 
consider reducing the time period requirement, 
depending on whether the issuer files periodic reports 
with the Commission under Sections 13 or 15(d) of the 
Securities Exchange Act of 1934 [15 U.S.C. 78a, et 
seq.] (in which case the holding period might be 
reduced to four years) or whether the issuer's 
securities are listed on a national stock exchange (in 
which case the holding period might be reduced to 
three years). 





QRelease No. 33-5223 (January 11, 1972) [37 FR 591]. 
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The Commission wishes to emphasize that persons 
who are deemed to be affiliates of an issuer would not 
be able to avail themselves of the new provision. The 
control relationship which such persons have the 
issuer of the securities would appear to increase the 
likelihood that they might attempt to utilize the pro- 
vision for distributions rather than routine trading 
transactions. Accordingly, the Commission does not 
believe it would be appropriate to make the new pro- 
vision available to persons who have a relationship 
with the issuer. 


TEXT OF THE PROPOSED AMENDMENTS 


(ATTENTION: Arrows are used to indicate additions. 
There are no deletions.) 


|. It is proposed to amend 17 CFR Chapter Il by 
revising § 230.144 to read as follows: 


§ 230.144 Persons deemed not to be engaged in a 
distribution and therefore not underwriters. 


* * * * * 


(1) * * * 


(2) Sales by persons other than affiliates. The 
amount of restricted securities sold for the account of 
any person other than an affiliate of the issuer, 
together with all other sales of restricted securities of 
the same class for the account of such person within 
the preceding three months, shall not exceed the 
amount specified in paragraphs (1)(i), (1)(ii), or (1)(iii) 
of this section, whichever is applicable. > The limita- 
tion in this paragraph (e)(2), however, shall not apply 
to restricted securities sold for the account of a person 
who is not an affiliate of the issuer, provided the 
securities have been beneficially owned by the person 
for a period of at least five years prior to the sale of 
such securities, except that in the event such 
securities were purchased, the full purchase price or 
other consideration shall have been paid or given at 
least five years prior to the sale.< 


ll. It is proposed to amend 17 CFR Chapter Il by 
revising § 230.148 to read as follows: 


§ 230.148 Persons deemed not to be underwriters of 
securities issued or sold in connection with bankruptcy 
proceedings. 
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(b) Securities issued under a plan. A person or 
entity who acquires securities issued under a plan ina 
transaction exempt from the registration requirements 
of the Securities Act of 1933 shall not be deemed an 
underwriter within the meaning of Section 2(11) of the 
Act with respect to resales of such securities if all of 
the following conditions are met: 


(1) Volume limitation. The amount of securities 
sold for the account of such person or entity during any 
three month period shall not exceed the greater of (i) 
one percent of the sum of the number of shares or 
other units of the class issued and outstanding and the 
number of shares or units of the class reserved for 
future issuance in respect of claims and interests filed 
and allowed under the plan, as shown by the most 
recent report or statement published by the issuer, or 
(ii) the average weekly reported volume of trading in 
such securities on all national securities exchanges 
and reported through the automated quotation system 
of a registered securities association during the four 
calendar weeks preceding the date of receipt of the 
order to execute the transaction by the broker or the 
date of execution of the transaction directly with a 
market maker, or (iii) the average weekly volume of 
trading in such securities reported through the consoli- 
dated transaction reporting system contemplated by 
Rule 17a-15 under the Securities Exchange Act of 1934 
during the four-week period specified in (ii) above. For 
the purposes of determining the limitation on the 
amount of securities sold, all securities of the same 
class sold under this rule by persons or entities acting 
in concert shall be aggregated. »The limitation in this 
paragraph (b)(1) on the amount of securities that may 
be sold, however, shall not apply to securities sold for 
the account of a person who is not an affiliate of the 
issuer, provided the securities have been beneficially 
owned by the person for a period of at least five years 
prior to the sale of such securities, except that in the 
event such securities were purchased, the full pur- 
chase price or other consideration shall have been paid 
or given at least five years prior to the sale.< 


[Secs. 2(11), 4(1), 4(4), 19(a), 48 Stat. 74, 77, 85; secs. 
201, 203, 209, 210, 48 Stat. 905, 906, 908; secs. 1-4, 6, 
68 Stat. 683, 684; sec. 12, 78 Stat. 580; 15 U.S.C. 
77b(11), 77d(1), 77d (4), 77s(a).] 


STATUTORY BASIS 


The amendments to Rules 144 and 148 are being pro- 
posed by the Commission pursuant to the Securities 
Act of 1933, particularly Sections 2(11), 4(1), 4(4) and 
19(a) thereof. 





By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15164/September 15, 1978 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act”) the single ten day 
suspension of over-the-counter trading for the period 
commencing at 9:45 a.m. (EDT) on September 15, 1978 
and terminating at midnight (EDT) on September 24, 
1978 of the securities of Alpine Geophysical 
Associates, Inc. (“AGA”), a New Jersey corporation 
with principal executive offices located at 111 Brook 
Street, Scarsdale, New York 10583. 


The Commission initiated the suspension of trading in 
AGA’s securities because the company has failed to 
file with the Commission its Annual Report on Form 
10-K for its fiscal year ended April 30, 1978, resulting in 
the lack of current adequate and accurate public 
information about AGA’s financial condition and 
operations. 


The Commission cautions brokers, dealers, share- 
holders and prospective purchasers that they should 
carefully consid@r the foregoing information along with 
all other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension, no 
quotation may be entered unless and until they have 
strictly complied with all the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he has comipiied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quo- 
tations relating to the securiites in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 


violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15165/September 15, 1978 


Notices have been issued giving interested persons 
until October 17 to comment on the applications 
requesting withdrawal of the specified securities of the 
indicated companies from listing and registration on 
the following exchanges: American Stock Exchange, 
Inc.—REALTY ReFUND TRUST (Shares of Beneficial 
Interest); Boston Stock Exchange, Inc.—AMERICAN 
MEDICAL BUILDINGS, INC. (common stock, 10 cents. 
par value). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15166/September 19, 1978 


In the Matter of 
L. STEVEN SMITH 


FINDINGS AND ORDER 
SANCTION 


IMPOSING REMEDIAL 


In these proceedings ordered on March 20, 1978 pur- 
suant to the Securities Exchange Act of 1934 
(‘Exchange Act”), Respondent L. Steven Smith 
(“Smith”) has submitted an Offer of Settlement which 
the Commission has determined to be in the public 
interest to accept. Solely for the purpose of these pro- 
ceedings and any other proceedings instituted by the 
Commission, and without admitting or denying the 
allegations contained in the Order Instituting Pro- 
ceedings! or the findings set forth herein, Smith con- 
sents to the issuance of this Order containing the 
findings of violations and imposing the sanction set 
forth below. 





1 The Order Instituting Proceedings is entitled “In the 
Matter of Batreman Eichler, Hill Richards, Inc. et al. 
Simultaneously with the issuance of the Order on March 
20, 1978, the Commission accepted Offers of 
Settlement from four of the five respondents. 
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On the basis of the Order Instituting Proceedings and 
Smith’s Offer of Settlement, the Commission finds: 


1. Smith willfully violated and aided and 
abetted violations of Sections 9(a)(1), 
9(a)(2) and 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in connection with 
trading in the securities of Frigitronics, 
Inc., Vernitron Corporation and Logicon, 
Inc. 


2. Smith willfully violated and aided and 
abetted violations of Sections 7(c) of the 
Exchange Act and Regulation T thereunder. 


3. Smith willfully aided and abetted vio- 
lations of Section 17(a)(1) of the Exchange 
Act and Rule 17a-3 thereunder. 


4. Smith willfully aided and abetted vio- 
lations of Section 13(d) of the Exchange Act 
and Rule 13d-1 thereunder in connection 
with the beneficial ownership of the 
securities of Vernitron Corporation and 
Frigitronics, Inc. 


5. Smith willfully violated Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder 
in connection with trading in the securities 
of House of Vision, Inc. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified by Smith in his Offer of 
Settlement. 


Accordingly, IT |S ORDERED that Smith is barred from 
association with any broker or dealer, with the pro- 
viso, that after a period of three years from the date of 
this Order, Smith may re-apply to the Commission to 
become associated with a broker or dealer in a non- 
proprietary, non-supervisory capacity upon an 
adequate showing of proper supervision. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15167/September 19, 1978 


In the Matter of 


1118/SEC DOCKET 


GLENDALE FEDERAL SAVINGS AND LOAN ASSOCI- 
ATION 


as 
ORIGINATOR AND SERVICER 
Admin. Proc. File No. 3-5524 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until October 5, 1978, 
to request a hearing on an application of Glendale 
Federal Savings and Loan Association, as Originator 
and Servicer, (the “Applicant’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934 for an 
order exempting the Applicant from certain reporting 
requirements under Section 13 and from the operation 
of Section 16 of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15168/September 19, 1978 


In the Matter of 
MERVYN’S 
Admin. Proc. File No. 3-5534 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) OF THE SECURITIES EXCHANGE ACT OF 1934 
AND OPPORTUNITY FOR HEARING 


The Securities and Exchange Commission has issued a 
notice giving interested persons until October 5, 1978, 
to request a hearing on an application by Mervyn’s, 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, for an order exempting it from filing the 
Form 10-K for the fiscal year ending January 28, 1979, 
the interim Forms 10-Q, and all other reports as other- 
wise required by Section 15(d) of the Securities 
Exchange Act of 1934 and Rules 15d-1 and 15d-13 


. thereunder. 


Pursuant to a statutory merger effected on May 28, 
1978, a wholly-owned subsidiary of Dayton-Hudson 


Corporation (“DHC”) was merged with and into 
Mervyn’s, and the outstanding shares of Mervyn’s 
common stock were converted into the common stock 
of DHC. As a result of this merger, Mervyn’s is now 





wholly-owned by DHC and no longer has any public 
stockholders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15169/September 19, 1978 


In the Matter of 

BOURNS, INC. 

Admin. Proc. File No. 3-5533 

File No. 81-378 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
to notice giving interested persons until October 5, 
1978, to request a hearing on an application filed by 
Bourns, Inc. (the “Applicant”’), pursuant to Section 
12(h) of the Securities and Exchange Act of 1934, for an 
order exempting the Applicant from the provisions of 
Sections 13 and 15(d) of that Act. 


The Applicant, a California corporation, was 
incorporated in 1952. On May 31, 1978, the Applicant 
effected a reverse stock split of its outstanding 
Common Stock, as a result of which its public share- 
holdings were cancelled. The one shareholder of record 
is the trustee of various trusts which hold shares bene- 
ficially owned by Marlan E. Bourns and members of his 
family. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15170/September 19, 1978 


In the Matter of 

CULLIGAN INTERNATIONAL COMPANY 

Admin. Proc. File No. 3-5513 

APPLICATION PURSUANT TO SECTION 12(h) 

The Securities and Exchange Commission has issued a 
notice giving interested persons until October 5, 1978, 


to request a hearing on an application by Culligan 
International Company (the “Applicant”’) pursuant to 


Section 12(h) of the Securities Exchange Act of 1934, 
as amended (the “1934 Act”), for an order exempting 
the Applicant from the provisions of Sections 13 and 
15(d) of the 1934 Act. 


On June 2, 1978, the Applicant became a wholly-owned 
subsidiary of Beatrice Foods Company (“Beatrice”). As 
aresult of the merger, Beatrice became the sole stock- 
holder of the Applicant. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15171/September 19, 1978 


In the Matter of 

CHICAGO BOARD OPTIONS EXCHANGE, INC. 
LaSalle at Jackson 

Chicago, IL 60604 

(SR-CBOE-78-15) 


ORDER APPROVING PROPOSED RULE CHANGE 


On June 6, 1978, the Chicago Board Options 


Exchange, Incorporated, (“CBOE”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) 
(the “Act”) and Rule 19b-4 thereunder, copies of a pro- 
posed rule change which provides that the Chairman or 
President of the Exchange, under certain circum- 
stances as prescribed by Section 6(d)(3) of the Act, 
may suspend, summarily, members or associated 
persons and may limit or prohibit, summarily, any 
person with respect to access to services offered by the 
Exchange. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Reiease No. 34-14973, July 
18, 1978) and by publication in the Federal! Register (43 
FR 32341, July 27, 1978). All written statements with 





10n September 12, 1978, the CBOE filed an 
amendment to its proposed rule change to provide for 


- notice to the Commission of any summary action taken 


pursuant to Rule 16.1, as required by Section 6(d)(3), 
and to provide that any person aggrieved by summary 
action taken pursuant to Rule 16.1 may apply to the 
Commission for a stay of such summary action, as per- 
mitted by Section 6(d)(3). 
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respect to the proposed rule change which were filed 
with the Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person were considered and (with 
the exception of those statements or communications 
which may be withheld from the public in accordance 
with the provisions of 5 U.S.C. 552) were made avail- 
able to the public at the Commission’s Public 
Reference Room. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the 
requirements of Section 6, and the rules and regu- 
lations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15172/September 19, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


File No. SR-NASD-78-11 


The National Association of Securities Dealers, Inc. 
(“NASD” of “Association”) submitted on September 15, 
1978, a proposed rule change under Rule 19b-4 to 
provide to NASDAQ subscribers a 10% refund of total 
billings for Levels 1, 2 and 3 service for the fiscal year 
ending September 30, 1978. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
18, 1978. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 10 days from the date of publication in the 
Federal Register. Persons desiring to make written 
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comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-BASD-78-11. 


The NASD wishes to obtain Commission approval of 
the proposal during the current fiscal year and 
accordingly has requested that the proposal be 
approved, pursuant to Section 19(b)(2) of the 
Securities Exchange Act of 1934, less than thirty days 
following publication in the Federal Register. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements with 
respect to the proposed rule change which are filed wih 
the Commission and: all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of Section 552 of title 5, United States Code, 
will be available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of any 
subsequent amendments will also be available at the 
principal office of the NASD. 


For the Commission by the Division of Market 
Regulation, pursuart to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15173/September 19, 1978 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, INCOR- 
PORATED 

LaSalle at Jackson 

Chicago, Illinois 


(SR-CBOE-78-23) 


ORDER EXTENDING COMMENT PERIOD ON 
PROPOSED RULE CHANGES 


On August 9, 1978, the Chicago Board Options 
Exchange, Incorporated (“CBOE”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 78(s)(1) 





(tne “Act”) and Rule 19b-4 thereunder, a proposed rule 
change which would establish a system where a CBOE 
employee called an Order Book Official would handle 
the public limit order book and perform related 
activities in place of a member of CBOE acting as a 
Board Broker who now performs these functions. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of Commission Release 
(Securities Exchange Act Release No. 34-15081/Au- 
gust 21, 1978) and by publication in the Federal 
Register (43 FR 38651, August 29, 1978). The original 
period for the submission by interested persons of 
written data, views and arguments concerning the 
submission expired on September 19, 1978. Pursuant 
to the request of the Board Brokers Association of the 
CBOE, the Commission hereby extends the period for 
the submission of written data, views and arguments 
concerning the foregoing proposals until October 2, 
1978. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15174/September 19, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY BOSTON STOCK 
EXCHANGE, INC. 


File No. SR-BSE-78-9 


The Boston Stock Exchange, Inc. (“BSE”) submitted 
on September 11, 1978, a proposed rule change under 
Rule 19b-4 to increase its annual membership dues 
from $1000 to $1200. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the 


Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
25, 1978. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-BSE-78-9. 


Copies of the submission. all subsequent amendments 
all written statements with respect to the proposed rule 
change which are filed with the Commission, and of all 
written communications relating to the proposed rule 
change between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15175/September 19, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-78-48 


The New York Stock Exchange, Inc. (“NYSE’’) 
submitted on August 21, 1978, a proposed rule change 
under Rule 19b-4 to (1) rescind rules requiring 
minimum time of maturity for subordinated loan 
agreements for the purchase of a membership and 
permit repayment to be based upon the value of a 
membership at maturity of the loan; (2) adopt specific 
rule provisions for inclusion in a-b-c agreements; and 
(3) rescind prescribed formulas for determining 
partners’ and stockholders’ respective financial 
interests in any membership financed by the member 
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organization. Any dispute arising in connection with 
such an a-b-c agreement or such a subordinated loan 
agreement shall be arbitrated pursuant to Article VIII of 
the Constitution of the NYSE. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
25, 1978. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NYSE-78-48. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15176/September 20, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE INCORPORATED 


File No. SR-MSE-78-18 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on September 5, 1978, a proposed rule 
change under Rule 19b-4 to add Rule 24 to its Article 
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VIII to provide an arbitration forum for the resolution of 
disputes between MSE members. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
25, 1978. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSE-78-18. 


Copies of the submission, all subsequent amendments 
all written statements with respect to the proposed rule 
change which are filed with the Commissionn, and of 
all written communications relating to the proposed 
rule change between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of any 
subsequent amendments will also be available at the 
principal office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15177/September 19, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF 


PROPOSED RULE CHANGE BY THE MIDWEST STOCK 
EXCHANGE, INCORPORATED 


File No. SR-MSE-78-22 


The Midwest Stock Exchange, Incorporated submitted 
on September 1, 1978, a proposed rule change under 
Rule 19b-4 to clarify the timing of the implementation 
of a halt in trading of an option class in the event of a 
regulatory halt in the underlying security. Pursuant to 





this rule, whenever a regulatory halt takes place on an 
exchange where more than 50% of the total volume in 
the underlying security over the past six months has 
been traded, trading in the option class will be halted 
coincident with the halt in the underlying security. 
Where a halt in the underlying security occurs and 
there is a delay in receiving the announcement by the 
proper Exchange authority, option transactions 
effected after the halt in the underlying security will be 
voided. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the “Act’”). At any time within 
sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
25, 1978. In order to assist the Commission to 
determine whether to summarily abrogate the above 
change in the rules of the CBOE and require that the 
proposed rule change be refiled in accordance with the 
provisions of Section 19(b)(1) of the Act, and reviewed 
in accordance with the provisions of Section 19(b)(2) of 
the Act, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publication 
in the Federal Register. Persons desiring to make 
written comments should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File No. SR-MSE-78-22. 


Copies of the submission, all subsequent amendments 
all written statements with respect to the proposed rule 
change which are filed with the Commission, and of all 
written communications relating to the proposed 
change between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15178/September 20, 1978 


Orders have been issued granting the application 
requesting withdrawal of the common stock of the 
specified companies from listing and registration on 
the American Stock Exchange, Inc.: The Miller-Wohl 
Company, Inc. (par value $.50) and WUI, Inc. (w/o par 
value). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15179/September 21, 1978 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 74/September 21, 1978 


Administrative Proceeding File No. 3-5167 
In the Matter of 

G.H. SHEPPARD & CO., INC. 

(BD 8-17544) et al. 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


These are broker-dealer proceedings under the 
Securities Exchange Act of 1934 (“Exchange Act”)! 
with respect to Respondents, G.H. Sheppard & Co., 
Inc. (“Registrant”), a broker-dealer registered pursuant 
to Section 15(b) of the Exchange Act, Harold Michael 
Hodor (“Hodor”), a vice-president, director and owner 
of more than ten per centum of Registrant, and Norman 
Jay Gomberg, an officer, a director, and owner of more 
than ten per centum of Registrant. On March 25, 1975, 
the United States District Court for the Southern 
District of New York appointed a trustee to liquidate 
Registrant’s business, pursuant to Section 5(b)(3) of 
the Securities Investor Protection Act of 1970 
(“SIPA”).2 


Respondents Registrant, Hodor and Gomberg, without 
admitting or denying the allegation in the order, have 





1 In the Matter of G.H. Sheppard & Co., Inc., et al., 
instituted on November 21, 1977. 


2 SEC v. G.H. Sheppard Co., Inc., 75 Civ. 1061 (RUW) 
(S.D.N.Y. 1975). 
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waived any objections concerning: (1) all hearings 
pursuant to Sections 15(b) and 19(h) of the Exchange 
Act and Section 10(b) of SIPA; (2) an initial decision of 
an Administrative Law Judge pursuant to Rule 16(b) of 
the Commission’s Rules of Practice; (3) the filing of 
proposed findings of fact and conclusions of law; (4) 
all post-hearing proceedings pursuant to Rules 16 and 
17 of the Commission’s Rules of Practice; (5) any and 
all judicial review of these Proceedings by any court; 
and (6) such provisions of the Commission’s Rules of 
Practice or of the Order as may be construed to prevent 
any member of the Commission’s staff from 
participating in the preparation of, or advising the 
Commission as to, any order, opinion, findings of fact, 
or conclusions of law to be entered in connection with 
this administrative proceeding. 


On the basis of the Order and the Offers of Settlement 
submitted by Registrant, Hodor and Gomberg, it is 
found that: (1) on or about February 21, 1974, the 
United States District Court for the Southern District of 
New York issued a final order of permanent injunction 
pursuant to the consent of Gomberg, entered without 
admitting or denying the substantive allegations in the 
Commission’s complaint, enjoining Gomberg from 
further violations of Sections 5(a) and 17(a) of the 
Securities Act of 1933, and Section 10b-5 thereunder; 
(2) Registrant willfully violated, and Hodor and 
Gomberg willfully aided and abetted the violations of, 
Sections 15(b)(1), 15(c)(3) and 17(a) of the Exchange 
Act and Rules 15b3-1, 15c3-1, and 17a-3 thereunder; (3) 
on or about March 5, 1975, the United States District 
Court for the Southern District of New York issued a 
final judgment of permanent injunction upon the 
consents of Registrant, Hodor, and Gomberg, entered 
without admitting or denying the substantive 
allegations in the Commission’s complaint, enjoining 
Registrant from further violations of, and Hodor and 
Gomberg from aiding and abetting further violations 
of, Sections 15(b)(1) and 15(c)(3) of the Exchange Act 
and Rules 15b3-1 and 15c3-1 thereunder; and (4) Hodor 
and Gomberg were officers, directors, and owners of 
more than ten per centum of the voting securities of a 
registered broker-dealer for whom a trustee has been 
appointed pursuant to SIPA, as alleged in the Order. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offers of 
settlement. 


Accordingly, IT IS ORDERED THAT 


A. The broker-dealer registration of G. H. Sheppard & 
Co., Inc. be and hereby is, revoked, except that G.H. 
Sheppard & Co., Inc. shall continue to be deemed a 
registered broker and dealer for the limited purpose of 
permitting the trustee appointed pursuant to SIPA, and 
any successor to him, to engage in those activities of 
the trustee necessary and appropriate for the 
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continuing liquidation of G.H. Sheppard & Co., Inc.; 
and 


B. Harold Michael Hodor, be and hereby is, barred 
from being associated in any capacity with any broker, 
dealer investment company, investment adviser, or 
municipal securities dealer, provided that, after a 
period of six months from the effective date of the 
Commission’s order, Hodor may apply to the 
Commission to become associated in a non-superviso- 
ry and non-proprietary capacity with a specific broker, 
dealer, investment company, investment adviser, or 
municipal securities dealer upon a showing that he will 
be adequately supervised, and further provided that, 
after a period of 36 months from the effective date of 
the Commission’s order, Hodor may apply to the 
Commission to become associated with a broker, 
dealer, investment company, investment adviser, or 
municipal securities dealer in any capacity, and further 
provided that, in connection with each application 
submitted by Hodor to become associated in a 
non-supervisory and non-proprietary capacity with a 
broker, dealer investment company, investment 
adviser, or municipal securities dealer after a period of 
six months from the effective date of the Commission’s 
order, Hodor shall submit to the Commission’s New 
York Regional Office: (1) an affidavit affirming that he 
has complied with the terms of the above sanction and 
any modifications thereof imposed by the Commis- 
sion; and (2) an affidavit from his prospective employer 
(a) affirming that Hodor will assume a non-supervisory 
and non-proprietary position in which he will be 
adequately supervised, and (b) specifying the 
supervision to which Hodor will be subject; and 


C. Norman Jay Gomberg, be and hereby is, barred 
from being associated in any capacity with any broker, 
dealer, investment company, investment adviser, or 
municipal securities dealer, provided that, after a 
period of 36 months from the effective date of the 
Commission’s order, Gomberg may apply to the 
Commission to become associated in a non-superviso- 
ry and non-proprietary capacity with a specific broker, 
dealer, investment company, investment adviser, or 
municipal securities dealer upon a showing that he will 
be adequately supervised, and further provided that, in 
connection with each application submitted by 
Gomberg to become so associated, Gomberg shall 
submit to the Commission’s New York Regional Office: 
(1) an affidavit affirming that he has complied with the 
terms of the above sanction and any modifications 
thereof imposed by the Commission, and (2) an 
affidavit from his prospective employer (a) affirming 
that Gomberg will assume a non-supervisory and 
non-proprietary position in which he will be 
adequately supervised, and (b) specifying the 
supervision to which Gomberge will be subject. 


By the Commission. 





George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15180/September 21, 1978 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE DEPOSITORY TRUST COMPANY 


(File No. SR-DTC-78-12) 


The Depository Trust Company submitted on August 
16, 1978, a proposed rule change amending its fee 
schedule. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate the rule change if it appears to the 
Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
25, 1978. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date of 
publication in the Federal Register. Persons desiring to 
make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-DTC-78-12. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 


be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20710/September 15, 1978 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tuisa, Oklahoma 


ASH CREEK MINING COMPANY 
Tulsa, Oklahoma 


(70-5868) 


SUPPLEMENTAL ORDER EXTENDING EXISTING 
AUTHORIZATION TO ENGAGE IN COAL EXPLORA- 
TION AND DEVELOPMENT PROGRAMS 


Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South West 
Corporation (“CSW”), a registered holding company, 
and Ash Creek Mining Company (“Ash Creek”), a 
subsidiary mining company of PSO, have filed with this 
Commission a post-effective amendment to their 
application-declaration, as previously filed and 
amended in this matter pursuant to Sections 6, 7, 9(a), 
10 and 12 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 43 and 45 promulgated 
thereunder regarding the following proposed transac- 
tion. 


By order dated November 30, 1976 (HCAR No. 19777) 
PSO was authorized to organize and acquire all of the 
authorized common stock of a new coal mining 
subsidiary corporation, Ash Creek. PSO was also 
authorized to transfer to Ash Creek all of its existing 
coal interests in exchange for Ash Creek’s common 
stock in an aggregate par value equal to PSO’s capital 
costs relating to the coal interests. Pursuant to this 
authorization, PSO transferred to Ash Creek properties 
having a cost basis of $3,839,040 in return for 383,904 
shares of common stock, par value $10 per share, of 
Ash Creek. Additional properties have not yet been 
transferred and remain in PSO ownership. PSO also 
was authorized to make through December 31, 1977 
short-term loans to Ash Creek, via either open account 
advances or evidenced by notes, in an aggregate 
amount not to exceed $12,500,000 at any time 
outstanding, to finance Ash Creek’s fuel programs. 
That authorization has subsequently been extended 
pursuant to supplemental orders (HCAR Nos. 20329, 
20414, 20476, 20505, 20568 and 20646). 


PSO and Ash Creek now request that the authorization 
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be further extended for a 45 day period ending October 
31, 1978. During this period, no transfers to Ash Creek 
of the coal interests remaining in PSO will be made. 


Ash Creek will report to the Commission, to the extent 
required by Rule 24 promulgated under the Act, on 
interests acquired and disposed of, operations 
undertaken and expenditures made pursuant to the 
extended authorization herein requested. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be 
incurred in connection with the proposed transaction 
are estimated at $50. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that the application-declaration, as further 
amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder that the authorization 
previously granted and permitted Ash Creek to make 
short-term borrowings from PSO to the extent of an 
aggregate amount not to exceed $12,500,000 and to 
expend such funds in fuel exploration and development 
programs be extended, effective forthwith, until 
October 31, 1978, subject to the proviso that any 
interest thereby acquired or developed be for the sole 
purposed of providing for the fuel needs of 
Northeastern plants #’s 3 and 4 and subject further to 
the proviso that no transfers to Ash Creek of the Coal 
interests remaining in PSO be made during this 
extension period. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the price of coal 
sold by Ash Creek to PSO and to all other aspects of 
the application-declaration, as now amended, not 
specifically ordered herein. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20711/September 19, 1978 
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In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-6183) 


ORDER AUTHORIZING SHORT-TERM BORROWINGS; 
EXCEPTION FROM COMPETITIVE BIDDING 


Arkansas Power & Light Company (“Arkansas”), an 
electric utility subsidiary of Middle South Utilities, 
Inc., a registered holding company, has filed an 
application-declaration and an amendment thereto 
with this Commission pursuant to Sections 6 and 7 of 
the Public Utility Holding Company Act of 135 (“Act”) 
and Rule 50(a)(2) promulgated thereunder as 
applicable to the proposed transaction. 


Arkansas is presently authorized (HCAR No. 19734, 
October 29, 1976, and HCAR No. 20003, April 27, 1977) 
to issue and sell, from time to time, through 
September 30, 1978, up to $110,000,000 aggregate 
principal amount outstanding at any one time of 
unsecured short-term promissory notes (including 
commercial paper) to various commercial banks and/or 
a dealer in commercial paper, to meet its interim 
financing requirements. 


Arkansas now proposes to revise the foregoing 
program and to issue and sell, from time to time 
through February 29, 1980, unsecured short-term 
promissory notes (including commercial paper) to 
various commercial banks and/or a dealer in 
commercial paper in an aggregate principal amount 
outstanding at any one time of not more than 
$125,000,000. Subject to the foregoing limitations, the 
nature of each issue of such notes (including 
commercial paper) will be determined in the light of the 
then prevailing market conditions and other factors. 


Heretofore the net proceeds received by Arkansas from 
the sale of such short-term promissory notes have 
been applied solely to the Company’s construction 
program. The Company proposes that in the future it 
may use some of such proceeds for the acquisition of 
property, the construction, extension or improvement 
of its facilities or the discharge or lawful refunding of 
its obligations. 


As of June 30, 1978, Arkansas’ construction program is 
expected to result in expenditures of approximately 
$266,600,000 in 1978, $170,600,000 in 1979, and 
$172,300,000 in 1980. Included in the estimate of 
construction program expenditures for 1978 are 
$216,400,000 for generating facilities, $15,600,000 for 
transmission facilities, $28,000,000 for distribution 
facilities, and $6,600,000 for other facilities. Most of 
the net proceeds to be received by Arkansas from the 





issuance and sale of the notes referred to herein, 
together with other funds available from time to time to 
Arkansas from its operations or derived from the 
issuance and sale of long-term debt and/or equity 
securities, will be applied to Arkansas’ construction 
program. As such notes mature, they will be renewed 
(but to mature not later than November 30, 1980) or 
repaid out of funds then available to Arkansas from its 
operations or derived from the issuance and sale of 
similar securities or long-term debt and/or equity 
securities. 


The notes proposed to be issued and sold to 
commercial banks will be in the form of unsecured 
promissory notes payable not more than nine months 
from the date of issuance with right of renewal, will 
bear interest at the prime commercial bank rate in 
effect at the lending on the date of issuance or renewal 
or from time to time depending upon the requirements 
of the lending bank, and will, at the option of 
Arkansas, be prepayable, in whole or in part, at any 
time without premium or penalty. While no formal 
commitments for future borrowings have been made 
with any bank, it is expected that the banks to whom 
such notes will be issued and sold and the maximum 
amount to be issued and outstanding at any one time 
to each such bank will be substantially as follows: 


Maximum Amount 


Name of Bank to be borrowed 


First National Bank of Eastern Arkansas, 
Forrest City, Arkansas 

Arkansas Bank & Trust Company, 
Hot Springs, Arkansas 

The Commercial National Bank, 
Little Rock, Arkansas 

First National Bank in Little Rock, 
Little Rock, Arkansas 

Union National Bank, 
Little Rock, Arkansas 

Worthen Bank & Trust Company, N.A., 
Little Rock, Arkansas 

National Bank of Commerce, 
Pine Bluff, Arkansas 

Simmons First National Bank, 
Pine Bluff, Arkansas 

Peoples Bank & Trust Company, 
Russellville, Arkansas 

Security Pacific National Bank, 
Los Angeles, California 

Chemical Bank, 
New York, New York 

Irving Trust Company, 
New York, New York 

Manufacturers Hanover Trust Company, 
New York, New York 

Marine Midland Trust Company, 
New York, New York 


$ 400,000 
800,000 
1,600,000 
4,000,000 
1,500,000 
4,000,000 
1,700,000 
14,000,000 
300,000 
3,500,000 
2,500,000 
10,000,000 
45,000,000 


2,500,000 


Morgan Guaranty Trust Company of New York 


New York, New York 8,000,000 


$99,800,000 


Except as indicated above, Arkansas will not effect 
borrowings from banks pursuant to this application- 
declaration until it shall have filed an amendment 
hereto setting forth the name or names of the banks 
from which such other borrowings are to be effected 
and the amounts thereof and such other borrowings 
shall have been authorized by order of the 
Commission. 


Arkansas maintains accounts with the above Arkansas 
banks, and although balances in these accounts may 
be deemed to be compensating balances, these 
accounts are working accounts, and fluctuations in 
their balances do not reflect or depend upon 
fluctuations in the amounts of bank loans outstanding. 
Assuming that a 15% compensating balance is 
maintained and assuming an 8.75% prime rate, the 
effective interest cost would be 10.29%. The above 
non-Arkansas banks may require compensating 
balances of up to 10% of the amount of the 
commitment for loans.and in some instances may 
require additional compensating balances not 
exceeding in any event 10% of the average annual 
amount of the loans outstanding from those banks. 
Assuming an 8.75% prime rate and a 20% 
compensating balance, the effective interest cost on 
loans from the non-Arkansas banks would be 10.94%. 


The proposed commercial paper will be in the form of 
unsecured promissory notes with varying maturities 
not to exceed 270 days, the actual maturities to be 
determined by market conditions, effective cost of 
money to Arkansas and Arkansas’ anticipated cash 
requirements at the time of issuance. In accordance 
with the established custom and practices in the 
market, the proposed commercial paper will not be 
payable prior to maturity. 


Arkansas proposes to issue, reissue and sell 
commercial paper in denominations of not less than 
$100,000 directly to Salomon Brothers (Dealer), a 
dealer in commercial paper, at a discount which will 
not be in excess of the discount rate per annum 
prevailing at the date of issuance for commercial paper 
of comparable quality of that particular maturity sold 
by public utility issuers to commercial paper dealers. 


No commission or fee will be payable by Arkansas in 
connection with the issuance and sale of the 
commercial paper. The Dealer, as principal, will reoffer 
and sell the commercial paper at a discount rate of 
1/10th of 1% per annum less than the prevailing 
discount rate to Arkansas in such a manner as not to 
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constitute a public offering. The Dealer in reoffering 
the commercial paper will limit the reoffer and sale to a 
nonpublic customer list of not more than 200 buyers of 
commercial paper. Each such list will be prepared in 
advance of each offering, and will include commercial 
banks, insurance companies, corporate pension funds, 
investment trusts, foundations, colleges and university 
funds, municipal and state funds in commercial paper. 
Such list will be furnished to the Commission and no 
change will be made therein without advising the 
Commission of such change. 


It is anticipated that the commercial paper will be held 
by the buyers to maturity. However, the Dealer may, if 
desired by a buyer, repurchase the commercial paper 
for resale to others on the list of customers. 


It is stated that the issuance and sale of notes to banks 
is expected from the competitive bidding requirements 
of Rule 50 by reason of paragraph (a)(2) thereof. It is 
further stated that the application of the competitive 
bidding requirements of Rule 50 with respect to the 
issuance and sale of commercial paper is not 
necessary or appropriate in the public interest or for 
the protection of investors or consumers because the 
commercial paper will have a maturity not in excess of 
270 days, current rates for commercial paper for such 
prime borrowers as Arkansas are published daily in 
financial publications and it is impracticable to invite 
bids for commercial paper. 


The fees, commissions and expenses to be incurred in 
connection with the proposed transaction are 
estimated at $7,000. It is stated that no state 
commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20649), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 


of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that the time for filing the certification 
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thereunder with respect to the proposed transactions is 
extended so as to allow filing on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20712/September 21, 1978 


In the Matter of 

THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
Charleston, West Virginia 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF KENTUCY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 


COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston. Texas 


COLUMBIA HYDROCARBON CORPORATION 


THE INLAND GAS COMPANY, INC. 
Ashland, Kentucky 


(70-6100) 


SUPPLEMENTAL ORDER AUTHORIZING OPEN 





ACCOUNT ADVANCES TO SUBSIDIARY COMPANY 
BY PARENT COMPANY IN CONNECTION WITH 
INTRASYSTEM PREPAYMENT OF PROMISSORY 
NOTES AND RELATED TRANSACTIONS 


The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, and its wholly-owned 
subsidiary companies listed above, have filed an 
application-declaration and amendments thereto with 
this Commission pursuant to Sections 6(a), 6(b), 7, 
9(a), 10, and 12(b) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 45 promulgated 
thereunder regarding certain proposed transactions. 


By order in this proceeding dated December 30, 1977 
(HCAR No. 20360), Columbia was authorized to make 
open account advances to 13 of its wholly-owned 
subsidiary companies and said subsidiaries were 
authorized to make related prepayments of promissory 
notes held by Columbia. Jurisdiction was reserved over 
the open account advances to and prepayments by 
another subsidiary, Columbia Gas of Pennsylvania, 
Inc., pending completion of the filing regarding such 
company. The filing has now been completed with 
respect to the transactions involving Columbia Gas of 
Pennsylvania, Inc. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20294), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
act and the rules thereunder are satisfied with respect 
to the proposed transactions regarding Columbia Gas 
of Pennsylvania, Inc., and that no adverse findings 
are necessary; and that it is appropriate inthe public 
interest and in the interest of investors and consumers 
that said application-declaration, as now amended, be 
granted and permitted to become effective with respect 
to said transactions. 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as now amended, be, and it 
hereby is, granted and permitted to become effective 
forthwith with respect to the transactions regarding 
Columbia Gas of Pennsylvania, Inc., subject to the 
terms and conditions prescribed in Rule 24 
promulgated under the Act, except that the time for 
filing the certification thereunder with respect to said 
transactions is extended so as to allow filing on a 
quaterly basis. 


IT IS FURTHER ORDERED that the jurisdiction 
heretofore reserved in this proceeding be, and it hereby 
is, released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20713/September 21, 1978 


In the Matter of 


CONNECTICUT YANKEE ATOMIC POWER COMPANY 
Hartford, Connecticut 


(70-6191) 


ORDER AUTHORIZING FIVE YEAR UNSECURED 
BANK BORROWINGS 


Connecticut Yankee Atomic Power Company (“Con- 
necticut Yankee”), a subsidiary of Northeast Utilities 
and New England Electric System, both registered 
holding companies, has filed an application-declara- 
tion and amendments thereto with this Commission 
pursuant to Sections 6 and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 50(a)(2) 
promulgated thereunder as applicable to the proposed 
transaction. 


Connecticut Yankee is the owner of a 575,000 kw 
nuclear electric generating plant (“Plant”) in Haddam, 
Connecticut, which has been in operation since 
January 1968. Outstanding shares of Connecticut 
Yankee’s common stock are owned by eleven New 
England electric utilities. 


The Connecticut Bank and Trust Company (“CBT”), the 
Chase Manhatten Bank, N.A. (“Chase”) and Chemical 
Bank (“Chemical”) (collectively the “Banks”) propose 
to make five-year unsecured term loans (“Term Loans”) 
to Connecticut Yankee in the aggregate principal 
amount of $20,000,000 as follows: 


CBT 
Chase 
Chemical 


$5,000,000 
$7,500,000 
$7,500,000 


The Term Loans will be evidenced by term notes (“Term 
Notes”) executed by Connecticut Yankee which will 
mature on August 31, 1983. The Term Notes will bear 
interest at a rate per annum equal: (i) on and after the 
closing date to and including August 31, 1980 to 105% 
of the prime rate of The Connecticut Bank and Trust 


SEC DOCKET/1129 





Company, known as “Base Rate A,” (ii) on and after 
September 1, 1980, to and including August 31, 1981, 
to 106% of Base Rate A and (iii) on and after 
September 1, 1981, to August 31, 1983, to 107% of 
Base Rate A. The interest rate will be adjusted 
automatically on the effective date of any change in 
Base Rate A. Connecticut Yankee will pay to the Banks 
a commitment fee of 1/2 of 1% per annum of the 
principal amount of the Term Notes from the date of 
the Term Loan Agreement to the date the Term Loans 
are made, which date shall not be more than sixty (60) 
days from the date of the Term Loan Agreement. 


CBT will act as agent for the Banks for the purpose of 
receiving payments by Connecticut Yankee on the 
Term Notes and in general for administration of the 
Term Loans under the Term Loan Agreement. 


The Term Loans may be prepaid at any time, in whole 
or in part, without premium. In addition, Connecticut 
Yankee and the Banks have agreed to review, prior to 
September 1, 1980, the rate of interest to be in effect 
for the three years commencing September 1, 1980. If 
all the Banks and Connecticut Yankee agree on a 
modification of the rates, appropriate modifications to 
the Term Loans and the Term Notes will be made, 
subject to such regulatory approvals as may be 
required. Connecticut Yankee will not be required to 
obtain further approval of the Commission of any such 
modified rates so long as Connecticut Yankee’s 
effective cost as a result of such modified rates is no 
greater than its cost resulting from the rates for the 
third, fourth and fifth years specified above. 


If Connecticut Yankee and the Banks fail to agree, on 
or before September 1, 1980, on a modification of 
interest rates for such three-year period or if required 
regulatory approvals with respect to any modified rates 
for such three-year period not granted, Connecticut 
Yankee will prepay the outstanding principal amount of 
the Term Notes in twelve equal quarterly installments. 
If the entire $20,000,000 principal amount of the Term 
Notes is outstanding as of November 30, 1980, 
Connecticut Yankee will prepay an aggregate 
$1,666,665 principal amount of the Term Notes on 
March 1, June 1, September 1 and December 1 of each 
year commencing December 1, 1980, through June 1, 
1983, inclusive and $1,666,685 principal on August 31, 
1983. Each such prepayment will be at 100% of the 
principal amount prepaid, together with interest 
accrued thereon to the date of prepayment. 


The net proceeds from the Term Loans will be used to 
repay a portion of Connecticut Yankee’s short-term 
debt estimated to total approximately $28,000,000 at 
the time so such Term Loans. Such short-term debt 
was incurred either to finance Connecticut Yankee’s 
purchase of nuclear fuel for the Plant or to repay at 
maturity a two-year bank loan (HCAR No. 19564). The 
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application of the proceeds from the Term Loans will 
not reduce the maximum limit of short-term 
borrowings outstanding at any one time previously 
authorized by this Commission. (HCAR No. 20607). 


As of July 20, 1978, Connecticut Yankee estimated that 
expenditures for nuclear fuel in 1978 will total about 
$28,900,000 $9,200,000 of which had been expended as 
of that date. 


The fees, commissions and expenses to be incurred in 
connection with the proposed transaction are 
estimated at $26,250, including legal fees of $24,250. 
The proposed transaction has been authorized by the 
Public Utilities Control Authority of Connecticut. It is 
stated that no other state commission and no federal 
commission, other than this Commission, has 
jurisdicaiton over the proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20668), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10408/September 15, 1978 





In the Matter of 
PILGRIM FUND INC. 
and 


PILGRIM FORMULA SHARES, INC. 
185 Cross Street 
Fort Lee, New Jersey 07024 


(812-4336) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) FOR AN APPLICATION EXEMPTING A 
PROPOSED TRANSACTION FROM SECTION 17(a) 
AND PURSUANT TO SECTION 17(d) AND RULE 17d-1 
FOR AN ORDER PERMITTING PARTICIPATION IN 
SUCH TRANSACTION 


NOTICE IS HEREBY GIVEN that Pilgrim Fund, Inc. 
(“Pilgrim”) and Pilgrim Formula Shares, Inc. (“PFS”) 
(collectively, “Applicants” or “Funds”), both open-end 
diversified management investment companies regis- 
tered under the Investment Company Act of 1940 
(“Act”), filed an Application on July 20, 1978 and an 
amendment thereto on September 1, 1978, for an order, 
pursuant to Section 17(b) of the Act, exempting from 
the provisions of Section 17(a) of the Act a proposed 
sale of the assets of PFS in exchange for shares of 
Pilgrim, and pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder, permitting Pilgrim Management 
Corporation (“Management”), to pay certain expenses 
incurred by Applicants in the proposed transaction. All 
interested persons are referred to the Application on 
file with the Commission for a statement of the 
representations contained therein, which are summa- 
rized below. 


Applicants represent that, on June 30, 1978, the total 
net assets of Pilgrim were $13,641,986, and those of 
PFS were $3,306,530. They state that the investment 
objective of Pilgrim is to seek possible long-term 
capital appreciation. PFS seeks to increase capital 
during periods of stock market strength and to preserve 
it during periods of stock market weakness through a 
fixed timing formula. Applicants state that they have 
the same investment adviser, Management. 


According to the application, Pilgrim and PFS have 
entered into a Plan and Agreement of Reorganization 
dated July 12, 1978 (the “Plan”). Under the Plan, PFS 
will transfer to Pilgrim all of its net assets, except an 
amount to pay the expenses of liquidation and 
dissolution of PFS and any other liabilities not 
assumed by Pilgrim. The assets to be transferred by 
PFS to Pilgrim consists primarily of cash, receivables 
and marketable securities. In exchange for such 
assets, PFS will receive shares of Pilgrim’s capital 
stock. The number of Pilgrim shares to be issued to 


PFS in exchange for PFS’s net assets shall be 
determined by dividing the aggregate market value of 
PFS’s net assets by the net asset value of each Pilgrim 
share. The valuation of PFS’s total net assets and 
the net asset value per share of Pilgrim shall be 
determined as of the close of business on the business 
day immediately preceding the closing of the 
acquisition, which shall be no fater than seven (7) 
business days after the stockholders of PFS shall have 
approved the Plan. 


Applicants represent that on the effective date of the 
acquisition, each outstanding share of capital stock of 
PFS will be converted into fractional or full and 
fractional shares of capital stock of Pilgrim having the 
same aggregate net asset value as the shares being 
converted, and that no sales charge will be payable 
upon the conversion of shares. 


Applicants state that Pilgrim and PFS have capital loss 
carryforwards for federal income tax purposes at June 
30, 1978 of approximately $2,706,000 and $833,980, 
respectively, and that the Board of Directors of each 
fund has determined that the net asset values are to be 
determined by net assets as recorded on the books 
without recognition of each Fund’s existing capital 
loss carryforward, since realization on such 
carryforward is contingent on the future existence of 
capital gains, which is uncertain, and because the loss 
carryforwards are approximately in the same 
proportion as each Fund’s total net assets are to each 
other. 


Applicants represent that the Plan will be submitted to 
the shareholders of PFS at the Annual Meeting to be 
held on October 26, 1978, and that under applicable 
law, it is not necessary to submit the Plan for approval 
by the shareholders of Pilgrim. 


The application states that the obligation of each Fund 
to effect the proposed transaction is subject to, among 
other things, the approval of the Plan by the requisite 
vote (at least two-thirds of all outstanding shares) of 
the shareholders of PFS, the grant of all necessary 
orders and approvals under the Act and under the 
securities laws generally, and the receipt of either a 
ruling from the Internal Revenue Service or an opinion 
of counsel to the effect that the transaction will 
constitute a tax-free reorganization and that no gain or 
loss for Federal income tax purposes will be 
recognized to the shareholders of -PFS upon the 
exchange of shares of PFS for Pilgrim shares pursuant 
to the Plan, and that the basis and holding period of 
the shares of Pilgrim to be received by the shareholders | 
of PFS pursuant to such exchange will be the same as" 

the basis and holding period of the PFS shares in their 
hands immediately prior to the exchange. The 
transaction also may be abandoned at.any time prior to 
the effective date by mutual consent of the Boards of 
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Directors of the Applicants. The application states that 
dissenting shareholders of PFS will have dissenter’s 
rights pursuant to the applicable provisions of the 
General Corporation Law of Maryland, and share- 
holders also have the right to have their shares 
redeemed at current net asset value in accordance with 
the Act before or after the effective date of the 
transaction. 


Applicants represent that they have agreed with 
Management that the estimated total expenses of the 
transaction of approximately $13,545 will be borne as 
follows: 


(a) PFS will pay the costs normally associated with 
the holding of its Annual Meeting, including the 
preparation of the Proxy Statement which will include 
the proposal to vote upon the Plan. This will include 
the legal and accounting fees in connection with the 
preparation of the Proxy Statement and the consum- 
mation of the exchange (estimated at approximately 
$4,350); 


(b) Pilgrim will pay its legal and accounting fees 
associated with the preparation of the Plan, the 
consummation of the exchange, and the filing of the 
Registration Statement to cover the issuance of its 
shares to PFS pursuant to the Plan (estimated at 
approximately $4,350); and 


(c) Management will pay the additional costs of 
printing and mailing the Proxy Statement and Regis- 
tration Statement to the shareholders of PFS to the 
extent such costs would not normally be borne by PFS 
as part of its Annual Meeting of Shareholders (esti- 
mated at approximately $4,845). 


The application states that the Investment Manage- 
ment Agreements between PFS and Management and 
Pilgrim and Management both require Management to 
reduce its management fee to the extent that the 
aggregate operating expenses of the respective Fund 
(including the management fee but excluding taxes, 
interest, brokerage commissions, and certain extra- 
ordinary expenses) exceed the allowable expense 
limitations of the state in which shares of that Fund are 
registered for sale having the most stringent expense 
reimbursement provision. As of June 30, 1978, the 
most stringent expense limitation applicable to both 
PFS and Pilgrim was two percent (2%) of the first $10 
million of average net assets, one-and-one-half percent 
(1-%2%) of the next $20 million of assets, and one per- 
cent (1%) of average net assets in excess of $30 
million. 


Section 17(a) of the Act provides, in pertinent part, that 
it shall be unlawful for an affiliated person of a regis- 
tered investment company, or any affiliated person of 
a registered investment company, or any affiliated 
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person of such a person, knowingly to sell to such 
registered investment company any security or other 
property. Section 2(a)(3) of the Act provides, in part, 
that an affiliated’ person of another person means any 
person directly or-indirectly controlling, controlled by, 
or under common control with, such other person. 
Applicants state that the Applicants may be deemed to 
be affiliated persons of one another because each has 
investment advisory agreements with Management and 
because the Applicants have certain officers and 
directors in common with one another and with 
Management. Section 17(b) of the Act provides, in 
pertinent part, that the Commission upon application, 
shall exempt a proposed transaction from the 
provisions of Section 17(a) if evidence establishes that 
the terms of the proposed transaction, including the 
consideration to be paid or received, are fair and 
reasonable and do not involve overreaching on the part 
of any person concerned, and that the proposed trans- 
action is consistent with the policy of each registered 
investment company concerned and with the general 
purposes of the Act. Applicants have requested an 
order pursuant to Section 17(b) of the Act exempting 
the proposed transaction from the provisions of 
Section 17(a) of the Act. 


Applicants submit that the terms of the proposed 
exchange are reasonable and fair and do not involve 
overreaching on the part of any person concerned since 
Pilgrim will be issuing shares to PFS at an exchange 
ratio based on their relative net asset values and with- 
out the payment of any commission. The application 
states that due to an excess of redemptions over sales 
of new shares, PFS has experienced over the past 
several years a decline in outstanding shares and net 
assets, that the directors believe this trend may 
continue, and that the combined assets of Pilgrim and 
PFS will keep the expense ratio from rising as fast as it 
otherwise might. Applicants represent that the Board 
of Directors recognizes that the management fee paid 
by Pilgrim to Management will be at a higher rate (% of 
1%) than currently paid by PFS on the first $25 million 
of net assets, thus benefiting Management. Applicant 
submits that in considering how the proposed acqui- 
sition of the assets of PFS by Pilgrim would be 
financially beneficial to both Funds, the Board of 
Directors of each Fund estimated the net reduction in 
costs expected to result from the exchange to be 
approximately $14,825.00 per annum, based on the 
then current size of the Funds, or approximately 5.4% 
of the actual combined expenses of Applicants for the 
last fiscal year. The application states that while the 
Directors of PFS and Pilgrim did not obtain 
independent advice of counsel regarding the proposed 
merger, they were aware of the alternatives available to 
PFS, including liquidation of the Fund and finding a 
new investment manager, and unanimously deter- 
mined that under all circumstances the transaction was 
fair and in the best interest of PFS’s shareholders. 





Applicants submit that the Directors of each Fund 
reviewed the current portfolio of both Funds, deter- 
mining that many securities are of similar nature and 
quality, and meet the investment policies and criteria 
for both Funds. Applicants estimate that it will be 
necessary to sell portfolio securities of PFS equivalent 
to less than five percent (5%) of the net assets of PFS 
in order to be acceptable to Pilgrim, and any brokerage 
expenses incurred by PFS in effecting the exchange of 
its assets will be minimal. Applicants submit that, if 
approved by the shareholders of PFS, the proposed 
exchange will be consistent with the policies of the 
Applicants and the general purposes of the Act. 


Section 17(d) of the Act and Rule 17d-1 thereunder 
prohibit, in pertinent part, any affiliated person of a 
registered investment company, acting as principal, 
from effecting any transaction in which such invest- 
ment company is a joint participant, unless an appli- 
cation has been filed with the Commission and has 
been granted by order. In passing upon such appli- 
cations, the Commission will consider whether the 
participation of such registered company in such 
arrangement, on the basis proposed, is consistent with 
the provisions, policies and purposes of the Act, and 
the extent to which such participation is on a basis 
different from, or less advantageous than, that of other 
participants. Applicants have requested an order pur- 
suant to Section 17(d) of the Act and Rule 17d-1 there- 
under to permit Management to pay certain of the 


expenses incurred by Applicants in the proposed 
exchange. Applicants and Management submit that the 
cost-sharing arrangements, summarized above, are 
reasonable and fair to the parties after taking into 
account the relative benefits to each party, and have 
been approved by the non-interested directors of the 
Applicants. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 10, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be noti- 
fied if the Commission shall order a hearing thereon. 
Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall 
be served personally or by mail upon Applicant(s) at 
the address(es) stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by certifi- 
cate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 


hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10409/September 15, 1978 


In the Matter of 


McNEIL MONEY MARKET FUND, INC. 
c/o The Robert A. McNeil Corporation 

2855 Campus Drive 

San Mateo, California 94403 


(811-2576) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) OF THE ACT FOR AN ORDER DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that McNeil Money Market 
Fund, Inc. (“Applicant”), a California corporation 
registered under the Investment Company Act of 1940 
(“Act”) as an open-end, non-diversified investment 
company, filed an application on July 31, 1978, 
pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that Applicant has ceased to be 
an investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicant asserts that it was organized on May 7, 1975 
and registered under the Act on December 1, 1975. 
Currently, it has no shareholders other than The Robert 
A. McNeil Corporation (formerly, Pacific Homes 
Mortgage and Investment Company), an affiliate of 
McNeil Management Corporation, the adviser of Appli- 
cant. Applicant further asserts that the shareholder has 
elected by unanimous consent to liquidate and dis- 
solve Applicant and to distribute substantially all of its 
assets to its remaining shareholder, in proportion to its 
holdings. According to the application, Applicant has 
ceased all business activities and no litigation is 
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pending or threatened against Applicant. Moreover, 
except for the sum of $5,000 which has been retained 
to cover any miscellaneous expenses, Applicant states 
that it has no assets. All expenses incurred in connec- 
tion with the liquidation and dissolution of Applicant 
will be paid by its adviser. 


Section 8(f) of the Act provides, in part, that when the 
Commission upon application finds that a registered 
investment company has ceased to be an investment 
company, it shall so declare by order and, upon the 
effectiveness of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 12, 1978, at 
5:30p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders .a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10410/September 15, 1978 


In the Matter of 


IDS PROGRESSIVE FUND, INC. 
1000 Roanoke Building 
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Minneapolis, Minnesota 55402 
STANDARD SECURITY HOLDING CORPORATION 


STANDARD SECURITY LIFE INSURANCE 
COMPANY OF NEW YORK 

485 Madison Avenue 

New York, New York 10022 

(812-4341) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER 
EXEMPTING A PROPOSED TRANSACTION FROM 
THE PROVISIONS OF SECTION 17(a) OF THE ACT. 


NOTICE IS HEREBY GIVEN that IDS Progressive Fund, 
Inc. (“Fund”), an open-end diversified management 
investment company registered under the Investment 
Company Act of 1940 (“Act”), Standard Security 
Holding Corporation (‘Holding Company”) and 
Standard Security Life Insurance Company of New 
York (“Life Insurance Company”) (hereinafter collec- 
tively, “Applicants”) filed an application on August 2, 
1978, and an amendment thereto on August 25, 1978, 
pursuant to Section 17(b) of the Act, for an order of the 
Commission exempting from the provisions of Section 
17(a) of the Act the proposed exchange of 93,100 
shares of Life Insurance Company common stock 
currently held by the Fund for certain securities of the 
Holding Company. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


The Fund, a Nevada corporation, invests primarily in 
common stocks of various companies with a view 
toward capital appreciation. As of December 31, 1977, 
the Fund had total net assets of $143,113,648. 


As of the same date, the Life Insurance Company had a 
shareholders’ equity of $14,660,679 determined on the 
basis of generally accepted accounting principles. The 
Life Insurance Company has outstanding 911,523 
shares of common stock, and 150,000 shares of Class 
A stock, for an aggregate of 1,061,523 shares of voting 
stock outstanding. The Holding Company was 
incorporated in the State of Delaware on February 10, 
1976, primarily for purpose of participating in the pro- 
posed transaction described herein and thereby 
becoming the parent of the Life Insurance Company. 
The Holding Company currently has no shareholders, 
and no assets. 


Applicants state that during the year 1969, the Fund 
purchased 31,800 shares of Life Insurance Company 
common stock at prices ranging from $22.75 to $31.50 
per share. Applicants further state that the Fund pur- 
chased an additional 63,100 shares of Life Insurance 
Company common stock during the year 1970 at prices 





ranging from $9.00 to $24.50 per share. Applicants 
further assert that during this two year time period 
from 1969-1970, 1800 shares of Life Insurance 
Company common stock were sold by the Fund. 
According to the application, the 93,100 shares of Life 
Insurance Company common stock currently held by 
the Fund were purchased at a total cost of $1,899,875 
and represent 8.78% of the outstanding voting stock 
and 10.2% of the outstanding common stock of the 
Life Insurance Company. As of August 22, 1978, such 
shares had a market value of $786,350 based on a price 
for Life Insurance Company common stock on that 
date of $8.25 bid and $8.75 asked. 


Applicants represent that the Holding Company is pro- 
posing to offer to all the shareholders of the Life 
Insurance Company the opportunity to exchange their 
shares of both the common and Class A stock of the 
Life Insurance Company for a designated number of 
shares of the common and non-cumulative convertible 
preferred stock of the Holding Company (‘‘Exchange 
Offer”). The exchange rate for the proposed Exchange 
Offer will be ten shares of Holding Company common 
stock plus one share of Holding Company convertible 
preferred stock for each ten shares of Life Insurance 
Company stock (i.e., common or Class A) exchanged. 
The Holding Company also proposes to offer to those 
Life Insurance Company shareholders who accept the 
proposed Exchange Offer the non-transferrable 
privilege of subscribing for the purchase of two 
additional shares of Holding Company convertible pre- 
ferred stock at $10.00 per share for each ten shares of 
Life Insurance Company stock exchanged. (“Rights 
Offering”). Those Life Insurance Company share- 
holders who accept the proposed Exchange Offer will 
also acquire a non-transferrable over-subscription 
privilege to purchase additional Holding Company 
convertible preferred stock through exercising the sub- 
scription privilege of those Life Insurance Company 
shareholders who choose not to exercise their 
exchange privilege or, having done so, elect not to 
exercise their subscription privilege in whole or in part. 
Applicants further state that the exchange rate was 
determined by the board of directors of the Holding 
Company on an arbitrary basis, in view of the absence 
of any business history of the Holding Company and 
such directors’ determination that the Life Insurance 
Company shareholders who elect to exchange their 
securities for the securities of the Holding Company 
should receive ten shares of the common stock and 
one share of the convertible preferred stock of the 
Holding Company and, in addition, such Life Insurance 
Company shareholders should have the subscription 
privilege to purchase two additional shares of Holding 
Company convertible preferred stock for each ten 
shares of Life Insurance Company common stock 
tendered. According to the application, the Fund will 
receive 93,100 shares of Holding Company common 
stock and 9,310 shares of Holding Company 


convertible preferred stock pursuant to the proposed 
Exchange Offer. Applicants further state that the Fund 
does not presently intend to exercise it subscription 
privilege for the purchase of additional shares of 
Holding Company common stock with respect to the 
proposed Rights Offering. 


Section 17(a) .of the Act, in pertinent part, makes it 
unlawful for any affiliated person of a registered invest- 
ment company or any affiliated person of such an 
affiliated person, acting as principal, knowingly to sell 
any security or other property to, or knowingly pur- 
chase any security or other property from, such 
registered company (other than securities of which the 
investment company is the issuer) unless an appli- 
cation for an order exempting such proposed trans- 
action from the provisions of Section 17(a) of the Act 
has been filed with the Commission pursuant to 
Section 17(b) of the Act and such application has been 
granted by Order of the Commission. Section 17(b) of 
the Act provides that the Commission, upon appli- 
cation, may exempt a proposed transaction from the 
provisions of Section 17(a) of the Act if evidence 
establishes that the terms of the proposed transaction, 
including the consideration to be paid or received, are 
reasonable and fair and do not involve overreaching on 
the part of any person concerned, and the proposed 
transaction is consistent with the policy of each 
registered investment company concerned, and with 
the general purposes of the Act. 


Section 2(a)(3) of the Act, in pertinent part, defines an 
affiliated person of another person to include any 
person owning 5% or more of the outstanding voting 
securities of such other person, or any person under 
common control with such other person. Since the 
Fund presently owns 8.78% of the outstanding voting 
stock of the Life Insurance Company, the Fund and the 
Life Insurance Company are affiliated persons of each 
other within the meaning of Section 2(a)(3) of the Act. 
Moreover, since the Life Insurance Company and the 
Holding Company have the same boards of directors 
and executive officers, the Life Insurance Company 
and the Holding Company may be deemed to be under 
“common control” and, thus, affiliated persons of each 
other within the meaning of Section 2(a)(3) of the Act. 
Consequently, the Holding Company may be deemed 
an affiliated person of an affiliated person (i.e., Life 
Insurance Company) of a registered investment 
company. Therefore, making of the Exchange Offer and 
Rights Offering by the Holding Company to the Fund 
may be deemed to involve the sale of a security by a 
registered investment company to an affiliated person 
of an affiliated person of such investment company 
and, acceptance by the Fund of the Exchange Offer 
may be deemed to involve the purchase of a security by 
such investment company from an affiliated person of 
an affiliated person thereof. Accordingly, Applicants 
request an order exempting the proposed transactions 
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from the provisions of Section 17(a) of the Act pur- 
suant to Section 17(b). 


In support of the relief requested, Applicants state that 
the proposed Exchange Offer, including the exchange 
rate contained therein, will be made to all Life 
Insurance Company shareholders on the same basis. 
With respect to the proposed Rights Offering, 
Applicants state that all Life Insurance Company 
shareholders will have the same opportunity to partici- 
pate. Applicants further state, however, that if a Life 
Insurance Company shareholder does not exercise his 
subscription privilege contained in the proposed 
Rights Offering, the percentage of such shareholder’s 
ownership in the Holding Company will be decreased 
and such shareholder will have also waived any 
possible oversubscription privilege. As noted above, 
Applicants represent that the Fund does not presently 
intend to exercise its subscription privilege and 
assuming that all Life Insurance Company share- 
holders exercise their rights under the proposed 
Exchange Offer and all such shareholders, except the 
Fund, exercise their subscription and oversubscription 
privileges, the Fund’s voting power in the Holding 
Company will be reduced to approximately 7.33% from 
approximately 8.78% in the Life Insurance Company. 


in support of the relief requested, the Fund sets forth 
the following reasons why it believes acceptance of the 
Exchange Offer is advantageous to it: 


(a) Assuming all Life Insurance Company 
shareholders accept the proposed Exchange 
Offer, all the shares in the Holding 
Company issued by reason of the proposed 
Exchange Offer, all other factors being 


Life Insurance Company and, as a result of 
the reduction in trading in the shares of Life 
Insurance Company common stock that will 
be the effect of consummation of the pro- 
posed transactions, the Fund might not be 
able to sell its shares at an advantageous 
price when it desired to do so. Also, it is 
alleged that if the Fund was one of a small 
number of remaining minority shareholders, 
which if done might occur at a time and a 
price disadvantageous to the Fund. 


(c) If Progressive exercises its rights 
under the Exchange Offer and other share- 
holders do not, Progressive can be con- 
sidered to have enhanced its position in that 
the other shareholders will be minority 
shareholders of the Life Insurance Company 
and subject to the disadvantages set forth in 
paragraph (b) above. 


(d) Itis the intent of the board of directors 
of the Holding Company to pay a dividend 
on its convertible preferred stock issued 
pursuant to the proposed Exchange Offer in 
January of 1979. assuming that financial 
conditions warrant such action, and it is 
their further intent to continue paying divi- 
dends on the convertible preferred stock 
with the same restriction. If this dividend is 
paid, this would represent a yield to the 
Fund which it currently does not enjoy and 
for the foreseeable future could not be 
expected to enjoy on its Life Insurance 
Company common stock holdings. 


equal, should be of approximately equiva- 
lent value with the aggregate shares of the 
Life Insurance Company exchanged since 
every shareholder will have the same pro- 
rata shares of the Holding Company as he 
did in the Life Insurance Company. Of 
course, as stated above, the Fund’s voting 
rights in the Holding Company will be 
reduced to 7.33% because the Fund does 
not propose to exercise its subscription and 
oversubscription privileges. However, the 
Fund is, in accordance with its charter, 
holding the Life Insurance Company 
common shares for investment and not for 
control, and therefore the slight reduction in 
its voting rights that will result after the pro- 
posed transactions have been effected will 
not be detrimental to its interests in the 
opinion of the Fund’s managernent. 


(b) If the Fund refused to accept the 
proposed Exchange Offer, the Fund would 
continue to be a minority shareholder in the 
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Applicants submit on the basis of the foregoing that 
the terms of the proposed transactions are reasonable 
and fair and do not involve overreaching on the part of 
any person concerned. Applicants further represent 
that the proposed transactions are consistent with the 
Fund’s investment policy and the general purposes of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 9, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the application accompanied by a statement 
as to the nature of his interest, the reasons for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be noti- 
fied if the Commission shall order a hearing thereon. 
Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall 
be served personally or by mail upon Applicants at the 
addresses stated above. Proof of such service (by affi- 
davit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 





provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein will be issued as of course following 
said date, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10411/September 19, 1978 


In the Matter of 


A CORPORATE TRUST, SERIES 1 
(AND SUBSEQUENT SERIES) 


and 


BEAR, STEARNS & CO. 
55 Water Street 
New York, New York 10041 


(812-4347) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTIONS 14(a) AND 22(d) OF THE ACT AND 
RULES 19b-1 AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that A Corporate Trust, 
Series 1 (and Subsequent Series) (‘‘Trust’’), a unit 
investment trust registered under the Investment 
Company Act of 1940 (‘‘Act’’), and its sponsor, Bear, 
Stearns & Co. (‘‘Sponsor’’) (collectively ‘‘Applicants’’), 
filed an application on August 10, 1978, and an amend- 
ment thereto on September 15, 1978, for an order, pur- 
suant to Section 6(c) of the Act, exempting Trust from 
the provisions of Sections 14(a) and 22(d) of the Act and 
Rules 19b-1 and 22c-1 thereunder. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Each Series of Trust (‘‘Series’’) will be created under the 
laws of Massachusetts pursuant to a separate trust 
agreement (‘‘Agreement’’) among Sponsor, Bradford 
Trust Company as trustee (‘‘Trustee’’), Bradford Trust 
Company of Boston as co-trustee, and Interactive Data 
Services, Inc., as evaluator (‘‘Evaluator’’). Each Agree- 
ment will contain certain standard terms and conditions 
of trust which will be common to each Series of Trust, 
and each Agreement will be executed and delivered on 
or before the time the registration statement filed 
pursuant to the Securities Act of 1933 with respect to the 
particular Series becomes effective. 


Pursuant to each Agreement, Sponsor will deposit with 
Trustee debt obligations (‘‘Debt Obligations’’), which 
Sponsor shall have accumulated for such purpose, in a 
principal amount at least equal to the aggregate offering 
price of the units (‘‘Units’’) of the Trust to be offered. 
Simultaneously with such deposit, Trustee will deliver to 
Sponsor registered certificates for the Units which will 
represent the entire ownership of the particular Trust. 
Sponsor will in turn offer these Units for sale to the 
public. 


Applicants represent that the Debt Obligations will not 
be pledged or in any other way be subjected to any debt 
at any time after the Debt Obligations are deposited in a 
Trust, except for the lien of Trustee as security for 
certain liabilities as set forth in the Agreement. Appli- 
cants state that the Debt Obligations will be long-term 
debt obligations issued primarily by corporations. The 
assets of each Trust will consist of Debt Obligations, 
such debt obligations as may have been acquired in 
exchange for or substituted for Debt Obligations or for 
such debt obligations, accrued and _ undistributed 
interest and undistributed cash. Applicants also state 
that certain Debt Obligations may be sold from time to 
time under special circumstances which are set forth in 
the Agreement or may be deemed or may mature in 
accordance with their terms. 


Each Unit of a Trust will represent a fractional undivided 
interest in such Trust. The numerator of the fractional 
interest represented will be 1, the denominator will be 
the number of Units in the particular Trust then out- 
standing. Units will be redeemable and in the event that 
any Units shall be redeemed, the denominator of the 
fraction will be reduced and the fractional undivided 
interest represented by each Unit will be increased. 
Units will remain outstanding until redeemed or until 
the termination of the Agreement. The Agreement with 
respect to any particular Trust may be terminated by 
agreement of the holders of Units of such Trust 
(‘‘Certificate-holders’’) holding 67% of the Units then 
outstanding, or, if the value of the Debt Obligations in a 
particular Trust shall fall below 40% of the aggregate 
principal amount of the Debt Obligations originally 
deposited in such Trust, upon direction of Sponsor to 
Trustee, provided that in no event will a Trust continue 
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beyond the earlier of the disposition of the last Debt 
Obligation in the Trust or the expiration of twenty years 
after the death of the last survivor of the six persons 
named in the Agreement. 


Following the deposit of Debt Obligations in a Trust by 
Sponsor, the date upon which such Trust’s registration 
statement under the Securities Act of 1933 becomes 
effective, and the date upon which clearance by the 
securities authorities of various states is received, Appli- 
cants state that Sponsor will offer Units of the Trust to 
the public at the public offering prices set forth in the 
prospectus for such Trust plus a sales charge of 442%. 
Applicants also state that during the initial offering 
period, purchasers of 100 or more Units of each Trust 
will be entitled to a discount from the public offering 
price of $5.00 per Unit. Applicants represent that 
Sponsor intends to maintain a market for Units of each 
Trust and continuously to offer to purchase such Units at 
prices in excess of the redemption prices as set forth in 
the Agreement. Applicants state that in the absence of 
this secondary market, investors may only be able to dis- 
pose of their certificates by redeeming them. 


Section 6(c) 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, conditionally or un- 
conditionally exempt any person, security, or trans- 
action, or any class or classes of persons, securities, or 
transactions from any provisions of the Act or from any 
ruleor regulation under the Act, if and to the extent that 
such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


Section 14(a) 


Section 14(a) of the Act provides, in substance, that no 
registered investment company and no principal under- 
writer for such company shall make a public offering of 
securities of which such company is the issuer unless (1) 
the company has a net worth of at least $100,000; (2) 
such company has previously made a public offering of 
its securities, and at the time of such offering had a net 
worth of $100,000; or (3) provision is made that a net 
worth of $100,000 will be obtained from not more than 
twenty-five responsible persons within ninety days, or 
the entire proceeds received by such company, including 
any sales charge, will be refunded on demand. 


Applicants request an order, pursuant to Section 6(c) of 
the Act, exempting the Trust from compliance with the 
provisions of Section 14(a) of the Act. In support of the 
requested exemption, Applicants represent that 
Sponsor agrees (1) to refund the sales load to purchasers 


1138/SEC DOCKET 


of Units in any Trust, if within 90 days after the 
registration of such Trust under the Securities Act of 
1933 becomes effective, the net worth of such Trust sha!l 
be reduced to less than $100,000 or if such Trust is 
terminated, (2) to instruct Trustee on the date Debt 
Obligations are deposited in any Trust that if such Trust 
shall at any time have a net worth of less than 40% of the 
aggregate principal amount of the Debt Obligations 
originally deposited in such Trust, as a result of 
redemption by Sponsor of Units constituting a part of the 
unsold Units, then Trustee shall terminate such Trust in 
the manner provided in the Agreement with respect to 
such Trust and distribute any Debt Obligations or other 
assets deposited with Trustee pursuant to such Agree- 
ment as provided therein; and (3) in the event of 
termination for the reasons described in (2) above, to 
refund any sales load to any purchaser of Units pur- 
chased from Sponsor. 


Section 22(d) 


Certificateholders of each Series of Trust will have the 
option to reinvest automatically and at a reduced sales 
charge income and principal distributions into Units of 
future Series (‘‘Future Series’’) or, if no Future Series is 
available, into Units of a previously formed Series which 
have been purchased by Sponsor in the secondary 
market and with respect to which a registration state- 
ment is currently effective (‘‘Secondary Series’’) 
(Future Series and Secondary Series are collectively 
referred to as ‘‘Available Series’’). Each Certificate- 
holder who elects the automatic reinvestment option 
(‘‘Plan’’) will have his interest and principal distribu- 
tions reinvested on each semi-annual payment date in 
fractional units (‘‘Plan Units’’) of the then currently 
effective Available Series. Applicants state that it is 
Sponsor’s intention that an Available Series will be 
offered on or about each semi-annual record date, which 
shall be June 1 and December 1 of each year. Each 
Available Series will be a unit investment trust similar to 
Trust. On or about each semi-annual record date, a 
current prospectus relating to the Available Series will 
be mailed to each participant along with a letter which 
will remind each participant that Plan Units are being 
purchased for him unless he notifies Trustee by the next 
semi-annual payment date that he no longer wishes to 
participate in the Plan or in the particular transaction. If 
(a) Sponsor does not have a currently effective Available 
Series on any payment date or (b) the Available Series 
materially differs from the Trust in Sponsor’s opinion, 
then Applicants state it is Sponsor’s intention to suspend 
the Plan and distribute to each participant his regular 
semi-annual distribution in cash. If the Plan is so sus- 
pended, it will resume with the next semi-annual pay- 
ment date. 


Applicants state that they propose to offer the right to 
participate in the Plan only to Certificateholders of 





record in each Series of Trust who have selected the 
semi-annual plan of distribution. Applicants state that a 
Certificateholder will be able to join the Plan at any time 
by delivering an authorization form to Trustee and that a 
participant may withdraw at any time upon written 
notice to Trustee. Once delivered to Trustee, an authori- 
zation form will constitute a valid election to participate 
in the Plan with respect to all Units purchased in the 
Trust (and with respect to Plan Units purchased with the 
distributions from the Units purchased in the Trust) for 
each subsequent distribution as long as the Certificate- 
holder continues to participate in the Plan. However, if 
there should be a material change in the policies of 
Applicants which adversely affects Certificateholders or 
Plan participants, the authorization will be voided and 
participants will be both notified of the policy change 
and provided with a new authorization form which must 
be returned to Trustee before the Certificateholder will 
again be able to participate in the Plan. 


Unless a Certificateholder notifies Trustee in writing to 
the contrary, any Certificateholder who has acquired 
Units through the Plan will be deemed to have elected 
both the semi-annual plan of distribution and to 
participate in the Plan with respect to distributions made 
in connection with Units so purchased under the Plan. A 
Certificateholder may withdraw from the Plan with 
respect to distributions related to Plan Units, and remain 
in the Plan with respect to Units acquired other than 
through the Plan. All distributions made with respect to 
Plan Units will be accumulated with distributions 
generated from the Units of the Series of Trust used to 
purchase such additional Plan Units, but no distri- 
butions generated from Units of other Series will be 
accumulated with the foregoing distributions for Plan 
purchases. Thus, if a person owns Units of more than 
one Series (which are not the result of purchases under 
the Plan), then distributions with respect to those Units 
will not be aggregated for purchases under the Plan. 


Under the Plan (subject to compliance with applicable 
state securities laws) participants will purchase Plan 
Units from Sponsor at a price equal to the aggregate 
offering price per Unit of the Debt Obligations in the 
Available Series portfolio divided by 100, plus a sales 
charge equal to 3.627% of the offering side evaluation of 
such Debt Obligations or 312% of the offering price per 
Plan Unit, rather than the customary 412% sales charge 
which applies to all primary and secondary sales of Units 
in the various Series of Trust, plus accrued interest. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company shall sell any 
redeemable security issued by it except to or through a 
principal underwriter for distribution or at a current 
public offering price described in the prospectus, and, if 
such class of security is being currently offered to the 
public by or through an underwriter, no principal under- 
writer of such security and no dealer shall sell any such 


security to any person, except a dealer, a principal 
underwriter or the issuer, except at a current public 
offering price described in the prospectus. 


Applicants request an order pursuant to Section 6(c) of 
the Act, exempting the Plan offered with respect to each 
Series from the provisions of Section 22(d) of the Act. In 
support of their request, Applicants assert that applying 
a sales charge for Plan purchases of less than the 
customary 412% charge is both beneficial to Plan 
participants, and also is warranted in light of the related 
cost savings. Applicants state that a charge of 112% of 
the price per Plan Unit is a reasonable and justifiable 
expense to be allocated by Sponsor to the soliciting 
broker for his professional assistance to a participant in 
connection with each Available Series. For this purpose, 
a participant may designate the broker entitled to 
receive such commission. If no broker is designated in 
connection with a particular reinvestment, no such allo- 
cation shall be made and Sponsor will retain the 
commission. Applicants further assert that implementa- 
tion and continuation of the Plan will create special out- 
of-pocket costs which should properly be borne by the 
Pian participants. Applicants represent that Sponsor 
believes that these special out-of-pocket expenses will 
amount to 1% of the price per Plan Unit. Finally, Appli- 
cants state that prior experience indicates that the 
normal out-of-pocket costs for establishing each Series 
will approximate 1% of the public offering price of Units 
of each Available Series. Applicants represent that all 
such costs will be covered by the proposed 312% sales 
charge. Thus, Applicants conclude that the proposed 
3'%2% sales charge for Plan purchases passes through 
certain cost savings to Plan participants and charges 
participants for reasonable expenses related to the cre- 
ation of the Plan and for fees relating to periodic, pro- 
fessional, and financial advice. 


Rule 19b-1 


Applicants propose to make distributions of interest to 
Certificateholders either monthly or semi-annually, 
depending upon the plan of distribution chosen by and 
available to each Certificateholder. In addition, Appli- 
cants state that distributions of principal, if any, will be 
made semi-annually, and that distributions of principal 
constituting capital gains to Certificateholders may arise 
in two instances: (1) if an issuer calls or redeems an issue 
held in the portfolio, and (2) if Units are redeemed and 
Debt Obligations are sold to provide the funds necessary 
for such redemption. In such instances, Applicants state 
that a Certificateholder may receive funds which 
constitute capital gains, because in some cases the value 
of the Debt Obligations sold will have increased since the 
date of initial deposit. Applicants anticipate that no 
capital gains will arise from the sale of Debt Obligations 
which may occur upon default on payment of principal or 
interest, or the occurrence of other factors which in the 
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opinion of Sponsor would make the retention of such 
Debt Obligations in the Trust detrimental to the interest 
of the Certificateholders. 


Rule 19b-1 (a) under the Act provides, in substance, that 
no registered investment company which is a ‘‘regulated 
investment company’”’ as defined in Section 851 of the 
Internal Revenue Code shall distribute more than one 
capital gain dividend in any one taxable year. Rule 
19b-1(b) under the Act contains a similar prohibition for 
acompany not a ‘‘regulated investment company’’, but 
permits a unit investment trust to distribute capital gain 
dividends received from a ‘‘regulated investment 
company’’ within a reasonable time after receipt. 


Applicants request an order, pursuant to Section 6(c) of 
the Act, exempting the frequency of the capital gains 
distributions of the Trust from the provisions of Rule 
19b-1 under the Act. In support of their request, Appli- 
cants assert that a purpose of Rule 19b-1(b) is to avoid 
forcing unit investment trusts to accumulate valid distri- 
butions received throughout the year, distributing them 
only at year end, and that the operations of a Trust in this 
regard are squarely within the purpose of such pro- 
vision. Applicants further assert that the dangers 
against which Rule 19b-1 is intended to guard do not 
exist in the situation at hand, since neither Sponsor nor 
Trustee control events which might trigger capital gains. 
In addition, Applicants state that the amounts involved 
in anormal distribution of principal are relatively small 
in comparison to the normal interest distribution, and 
that such distributions are clearly identified in 
accompanying reports to Certificateholders as a return 
of principal. 


Rule 22c-1 


Following the initial offering period, Applicants state 
that Sponsor intends to offer to purchase and sell Units 
in the secondary market at prices based on the offering 
side evaluation of the Debt Obligations in a Trust, deter- 
mined on the last business day of each week and 
effective for all purchases and sales made during the 
following week. Applicants represent that the pricing by 
Sponsor in the secondary market will in no way affect the 
Trust’s assets, and that Certificateholders will benefit 
from Sponsor’s pricing procedure by receiving a 
normally higher repurchase price for their Units without 
the cost burden of daily evaluations of the Unit 
redemption value. In addition, Applicants state that 
Sponsor has undertaken to adopt a procedure whereby 
Evaluator, without a formal evaluation, will provide esti- 
mated evaluations on trading days. In the case of a 
repurchase of Units in the secondary market, if 
Evaluator cannot state that the previous Friday’s price is 
at least equal to the current bid price, then Sponsor will 
order a full evaluation. In case of a resale of Units in the 
secondary market, Sponsor agrees that if Evaluator 
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cannot state that the previous Friday’s price is not more 
than one-half point ($5.00 on a Unit representing $1,000 
principal amount of underlying Debt Obligations) 
greater than the current offering price, a full evaluation 
will be ordered. 


Rule 22c-1 under the Act provides, in pertinent part, that 
no registered investment company issuing any redeem- 
able security shall sell, redeem, or repurchase any such 
security except at a price based on the current net asset 
value of such security which is next computed after 
either receipt of atender of such security for redemption 
or receipt of an order to purchase or sell such security. 


Applicants state that the secondary market activities of 
Sponsor and the manner for the acquisition by investors 
of new Units may be deemed to violate Rule 22c-1 
because of the absence of daily pricing. Accordingly, 
Applicants request an order, pursuant to Section 6(c) of 
the Act, exempting the secondary market operations of 
Sponsor from the provisions of Rule 22c-1 under the Act. 
In support of their request, Applicants assert that Rule 
22c-1 has two purposes: (1) to eliminate or to reduce any 
dilution of the value of outstanding redeemable 
securities of registered investment companies which 
might occur through the sale, redemption or repurchase 
of such securities at orices other than their current net 
asset values; and (2) to minimize speculative trading 
practices in the securities of registered investment 
companies. 


Applicants contend that the purpose of Rule 22c-1 will 
not be offended by Sponsor’s secondary market 
activities. Applicants assert that the pricing of Units by 
Sponsor in the secondary market will in no way dilute the 
assets of the Trust, and that Certificateholders will 
benefit from Sponsor’s pricing procedure in the 
secondary market, since they will normally receive a 
higher repurchase price for their Units than they would 
receive by redeeming their Units at the current net asset 
value and that this will be accomplished without the cost 
burden to the Trust of daily evaluations of the Unit 
redemption value. Applicants state that only those 
investors who purchase Units in the secondary market at 
a price which is higher than the previous Friday’s price 
by one-half point or less may be deemed to suffer any 
detriment from the lack of daily pricing. However, Appli- 
cants contend that such detriment would be offset by the 
lower cost burden to the Trust of having evaluations 
made on a weekly rather than a daily basis. In addition, 
Applicants state that to avoid Sponsor receiving more 
than the specified sales charge on the resale of Units, 
Sponsor undertakes not to resell (including resale to the 
Plan) any Units which it may repurchase at a price below 
the offering side evaluation of the Debt Obligations in 
the Trust. Finally, Applicants contend that speculation 
in Units of any Trust is unlikely because price changes 
are limited in respect to the kind of Debt Obligations 
which will be held by such Trust. 





NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 13, 1978, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit or, in 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10412/September 19, 1978 


In the Matter of 

INSURED MUNICIPALS-INCOME TRUST 
INVESTORS’ CORPORATE-INCOME TRUST 
VAN KAMPEN SAUERMAN, INC. 

DAIN, KALMAN & QUAIL, INC. 

c/o VAN KAMPEN SAUERMAN, INC. 

208 South LaSalle Street 

Chicago, Illinois 60604 

(812-4226) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER AMENDING A PREVIOUS ORDER GRANT- 


ING EXEMPTION FROM THE PROVISIONS OF 
SECTION 22(d) OF THE ACT PURSUANT TO 
SECTION 6(c) OF THE ACT AND PERMITTING AN 
OFFER OF EXCHANGE PURSUANT TO SECTION 11 
OF THE ACT. 


NOTICE IS HEREBY GIVEN that Insured Municipals- 
Income Trust (the ‘‘Municipal Fund’’), and Investors’ 
Corporate-Income Trust (the ‘‘Corporate Fund’’), both 
registered under the Investment Company Act of 1940 
(‘‘Act’’) as unit investment trusts (together referred to 
herein as the ‘‘Funds’’), their sponsor, Van Kampen 
Sauerman, Inc., and aco-sponsor of the Corporate Fund, 
Dain, Kalman & Quail, Inc. (collectively referred to as 
the ‘‘Applicants’’), filed an application on July 28, 1978, 
and an amendment thereto on September 8, 1978, 
requesting an order of the Commission amending in the 
manner described below an earlier order of the 
Commission dated January 31, 1978 (Investment 
Company Act Release No. 10109). That order pursuant 
to Section 6(c) of the Act exempted from the provisions of 
Section 22(d) of the Act the offer and sale of shares of the 
Funds pursuant to aconversion option (the ‘‘Plan’’), and 
pursuant to Section 11 of the Act permitted the Funds to 
offer their units at net asset value plus a fixed dollar 
sales charge pursuant to the Plan. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Under the Plan, as currently administered, a certificate- 
holder in either the Municipal Fund or the Corporate 
Fund wishing to dispose of his units in a series of either 
Fund for which a secondary market is being maintained 
has the option to convert his units into units of the 
opposite Fund (Corporate into Municipal, Municipal 
into Corporate) or the Investors’ Government- 
Guaranteed Income Trust (the ‘‘Government Fund’’) of 
any series for which units are available for sale. 
Applicants state that the purpose of the Pian is to pro- 
vide investors in each of the Funds aconvenient and less 
costly means of transferring interests as their invest- 
ment requirements change. Applicants state that the 
respective sponsors have indicated that they intend to 
maintain a market for the units of each series of the 
respective Funds; however, there is no obligation to 
maintain such a market. Consequently, the respective 
sponsors reserve the right to modify, suspend or termi- 
nate the Plan at any time without further notice to certifi- 
cateholders. 


Assuming a secondary market exists and units of the 
opposite Fund or the Government Fund are available, a 
certificateholder who notifies the sponsors of his desire 
to exercise his conversion option will be mailed a current 
prospectus for each series in which the certificateholder 
indicates interest. The certificateholder may then select 
the series into which he desires his investment to be 
converted. The conversion transaction will operate in a 
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manner essentially identical to any secondary market 
transaction, except that the Applicants allow a reduced 
sales charge for all transactions effected under the Plan. 
Traditionally, units of the Municipal Fund and the 
Corporate Fund are repurchased by the sponsors and 
other underwriters of those Funds at the aggregate 
offering price per unit of the underlying bonds in the 
respective Fund Series, and are resold at that price per 
unit plus a sales charge of 412% of such offering price. 
Traditionally, units of the Government Fund are 
repurchased by the-sponsor and other underwriters of 
that Fund at the aggregate offering price per unit of the 
underlying bonds in the respective Series of that Fund, 
and are resold at that price per unit plus a sales charge of 
3%2% of such offering price. Applicants resell units 
under the Plan at the unit offering price of the under- 
lying bonds of the opposite Fund or the Government 
Fund plus a fixed charge of $15.00 per unit (or about 
1%% of such offering price at current market values). 
The certificateholder receives payment for any excess 
funds remaining in his account after his investment in 
one Fund is converted into full units in the opposite Fund 
or the Government Fund. 


Applicants hereby seek to extend the Plan to certificate- 
holders of Series 1 and subsequent series (as such series 
may from time to time be created) of the Government 
Fund, anewly established unit investment trust which is 
sponsored by Van Kampen Sauerman, Inc. The Govern- 
ment Fund is comprised primarily of mortgage-backed 
securities of the modified pass-through type fully 
guaranteed as to principal and interest by the Govern- 
ment National Mortgage Association. Applicants pro- 
pose to allow Government Fund certificateholders to use 
the proceeds from the sale of any Government Fund 
units to acquire units in any series or group of series of 
both or either the Municipal Fund and/or the Corporate 
Fund, and to have such acquisitions be based on the 
same terms and be subject to the same conditions as 
those presented in the original application, except as 
follows: Applicants propose that certificateholders of the 
Government Fund who have held their units for a period 
of at least eight months be allowed to acquire Corporate 
or Municipal Fund units under the Plan at net asset 
value plus a sales charge of $15.00 per unit. However, 
Applicants propose that Government Fund certificate- 
holders who wish to convert their units into units of the 
Corporate or Municipal Fund prior to the expiration of 
the eight month period be allowed to exchange such 
units at net asset value plus a sales charge based on the 
greater of $15.00 per unit or an amount which together 
with the initial sales charge paid in connection with the 
acquisition of the units being converted equals 412% of 
net asset value in the units of the Corporate or Municipal 
Fund, determined as of the date of conversion. 


Applicants assert that the rationale for allowing certifi- 
cateholders of the Municipal Fund and the Corporate 
Fund to participate in the Plan and effect Fund trans- 
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actions at areduced sales charge is equally applicable to 
certificateholders of the Government Fund. Thus, Appli- 
cants argue that certificateholders of the Government — 
Fund should be allowed to participate in the Plan and 
convert their units into units of either the Municipal 
Fund or the Corporate Fund at a reduced sales charge. 


Applicants state that the requirement that Government 
Fund certificateholders pay an adjusted sales charge as 
outlined above for conversions made by them under the 
Plan during the first eight months in which they have 
held Government Fund units is appropriate since the 
sales charge relating to original purchases of units is 
4%2% on purchases of Corporate and Municipal Fund 
units and only 32% on purchases of Government Fund 
units. They state that it could be possible under certain 
circumstances for a person to acquire units in the 
Government Fund and immediately convert such units 
into units of the Corporate or Municipal Fund and pay a 
lower total sales charge than a person purchasing 
Corporate or Municipal Fund units directly at the same 
time. The application states that under normal circum- 
stances this situation is unlikely, since the initial sales 
charge on direct purchases of units of the Government 
Fund (312% of the net asset value) plus the conversion 
sales charge ($15.00 per unit or approximately 112% of 
the net asset value of Corporate or Municipal Fund units 
based on current market value) usually will exceed the 
sales charge related to direct purchases of Corporate and 
Municipal Fund units (442% of the net asset value). 
However, Applicants state that if the price of Corporate 
or Municipal Fund units were to increase sharply, the 
$15.00 sales charge on conversion could represent less 
than 1% of the net asset value of such units, in which 
case the converting Government Fund certificateholder 
could obtain an unfair price advantage when compared 
to investors making direct purchases of units of the 
applicable Corporate or Municipal Fund. Applicants 
assert, however, that after a Government Fund certifi- 
cateholder has held his Government Fund units for an 
adequate period of time the discriminatory nature of his 
effecting a conversion transaction is not as compelling, 
and thus argue that the possible abuses outlined above 
are not material if the converting Government Fund 
certificateholder has held his Government Fund units for 
at least an eight month period of time. 


Section 11(c) of the Act provides, among other things, 
that exchange offers involving registered unit invest- 
ment trusts are subject to the provisions of Section 11 (a) 
of the Act irrespective of the basis of exchange. Section 
11(a) of the Act provides, in pertinent part, that it shall 
be unlawful for any registered open-end company or any 
principal underwriter for such a company to make, or 
cause to be made, an offer to the holder of a security of 
such company or any other open-end investment 
company to exchange his security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securities 





to be exchanged, unless the terms of the offer have first 
been submitted to and approved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal under- 
writer thereof shall sell any redeemable security issued 
by such company to any person except at a current 
offering price described in the prospectus. The sales 
charge described in the prospectus of the Government 
Fund and each of the Funds for effecting regular 
secondary market purchase and sale transactions is 
greater than the sales charge which will be applicable to 
transactions under the Plan. Rule 22d-1 under the Act 
permits certain variations in sales charges, none of 
which it is alleged will be applicable to transactions 
under the Plan. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may 
conditionally or unconditionally exempt apy person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions from any provision of 
the Act or of any rule or regulation under the Act, if and 
to the extent such exemption is necessary or appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 12, 1978, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the application accompanied by a statement 
as to the nature of his interest, the reasons for such 
request and the issues, if any, of fact or law proposed to 
be controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon the Applicants at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney-at-law by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons, 
who request a hearing or advice as to whether a hearing 
is ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10413/September 19, 1978 


In the Matter of 


BAXTER/TRAVENOL 
CORPORATION 

One Baxter Parkway 

Deerfield, Illinois 60015 


INTERNATIONAL CAPITAL 


(812-4287) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTION 6(c) OF THE ACT AND 
RULE 6c-1(c)(2) THEREUNDER FOR AN ORDER PER- 
MITTING ISSUANCE OF CERTAIN SECURITIES. 


NOTICE IS HEREBY GIVEN that Baxter/Travenol 
International Capital Corporation (‘‘Applicant’’), a 
wholly-owned finance subsidiary of Baxter Travenol 
Laboratories, Inc. (‘‘Baxter’’), filed an application on 
March 30, 1978, and an amendment thereto on July 18, 
1978, pursuant to Section 6(c) of the Investment 
Company Act of 1940 (‘‘Act’’) and Rule 6c1(c)(2) there- 
under, for an order of the Commission to permit the 
Applicant to issue additional shares of its Convertible 
Preferred Stock, First Series to be offered to purchasers 
in foreign countries. All interested persons are referred 
to the application on file with the Commission for a state- 
ment of the representations contained therein, which are 
summarized below. : 


Applicant, a Delaware corporation, was formed by 
Baxter in 1971 to assist in financing the operations of 
Baxter and its subsidiaries outside the United States and 
Canada. The convertible Preferred Stock consists of 
500,000 authorized shares, of which 375,000 were issued 
in November, 1971, and sold to foreign investors. This 
stock is convertible into common stock of Baxter on a 
share for share basis, and as of February 14, 1978, 
270,132 of the issued shares had been converted with 
104,868 shares remaining outstanding. The Convertible 
Preferred Stock carries with it certain dividend rights, 
liquidation preferences, and redemption payment 
privileges. The Convertible Preferred Stock is non 
voting except in special circumstances required by law. 


In 1972, Baxter and its subsidiaries outside the United 
States and Canada adopted a stock purchase plan 
(‘‘Plan’’) administered by Baxter Services, A.G., a 
Swiss corporation (‘‘Baxter Services’’) to offer to 
employees of certain Baxter subsidiaries operating out- 
side of the United States and who are not nationals or 
residents of the United States or Canada the right to 
purchase shares of Convertible Preferred Stock of the 
Applicant. The Applicant states that to date Baxter 
Services has obtained the number of shares of its 
Convertible Preferred Stock needed to fuifill its obli- 
gations under the Plan by purchasing outstanding 
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shares. However, it is asserted that the number of 
shares of the Applicant’s Convertible Preferred Stock 
outstanding is no longer large enough to permit Baxter 
Services to acquire the necessary shares needed under 
the Plan. Thus, it is proposed that the Applicant be per- 
mitted to issue to Baxter Services for offer and sale to 
purchasers in foreign countries the remaining 125,000 
authorized shares of its Convertible Preferred Stock, 
solely for the purpose of permitting Baxter Services to 
fulfill its obligations under the Plan. 


Baxter has unconditionally guaranteed the payment of 
dividends on the Convertible Preferred Stock, the pay- 
ment and delivery by the Applicant of all amounts and of 
all shares of Baxter common stock to which holders of 
Convertible Preferred Stock may be entitled upon 
redemption or liquidation of the Applicant, and the pay- 
ment of any additional amounts, if any payable, as a 
result of the imposition of United States withholding 
taxes; and has agreed to deliver to holders of Convertible 
Preferred Stock, upon conversion thereof, the 
appropriate number of shares of Baxter common stock. 
The common stock of Baxter into which the outstanding 
shares of Convertible Preferred Stock are convertible 
has been registered under the Securities Act of 1933, 
and the common stock of Baxter into which the above 
shares of Convertible Preferred Stock which are pro- 
posed to be issued will be convertible and will also be 
registered under that Act. All Convertible Preferred 
Stock heretofore issued has been, and the above shares 
of Convertible Preferred Stock proposed to be issued will 
be deposited with the Brussels office of the Morgan 
Guaranty Trust Company of New York which has issued 
or will issue bearer depositary receipts (‘‘BDRs’’) to 
persons entitled thereto evidencing shares of 
Convertible Preferred Stock deposited under the deposit 
agreement with the depositary. The BDRs evidencing 
outstanding shares of Convertible Preferred Stock are 
listed on the Luxembourg Stock Exchange and the Apoili- 
cant asserts that it will apply to said exchange for the 
listing of BDRs evidencing the above additional shares 
of Convertible Preferred Stock which it proposes to 
issue. 


The Applicant states that the above shares of 
Convertible Preferred Stock which it proposes to issue 
will not be offered or sold directly or indirectly in the 
United States or to a person who is a national or resident 
of the United States or its territories or possessions. The 
Applicant further states that Baxter Services has agreed 
that none of the above shares of Convertible Preferred 
Stock proposed to be issued to it by the Applicant will be 
converted by Baxter Services into common stock of 
Baxter or delivered by Baxter Services to any employee 
under the Plan until Baxter Services has held such 
Convertible Preferred Stock for at least six months. 
Accordingly, it is asserted that no conversion of any of 
the shares of Convertible Preferred Stock pronosed to be 
issued will take place prior to six months from the date of 
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issuance. Finally, the Applicant states that it has con- 
ducted its business in such a manner as to comply with . 
all of the requirements of Paragraph (b) of Rule6c-1, and 
it has agreed that the order requested herein may be * 
issued subject to the condition that the Applicant 
continue to comply with all of the requirements of Para- 
graph (b) of Rule 6c-1. 


The Applicant states that the above proposed issuance of 
Convertible Preferred Stock would subject it to the pro- 
visions of the Act because the United States Interest 
Equalization Tax has been repealed and has not been 
replaced by another comparable tax as required by sub- 
paragraph (c)(2) of Rule 6c-1. Therefore, the Applicant 
seeks a Commission order to permit it to issue the 
remaining 125,000 authorized shares. 


The Applicant represents that it should be permitted to 
proceed with the issuance of the remaining 125,000 
authorized shares of its Convertible Preferred Stock for, 
among others, the following reasons: 


(1) It is unlikely that United States persons will be 
interested in investing in the Convertible Preferred 
Stock because the lack of a listing on any domestic 
securities exchange will make acquisition of such stock 
by United states persons difficult and will discourage the 
development cf a secondary market in the United States 
for the stock. 


(2) Inasmuch as the payment of dividends, the liqui- 
dation preference, the redemption payment privileges 
and the conversion privilege on the Convertible Pre- 
ferred Stock are guaranteed by Baxter, the quality of the 
Convertible Preferred Stock does not depend on the 
operations or investment policy of the Applicant. 
Accordingly, it is asserted that the public policy that led 
to the enactment of the Act is not applicable to the Appli- 
cant, nor do the securityholders of the Applicant require 
the protections afforded by the Act. In this regard, the 
Applicant points out that holders of the above shares of 
Convertible Preferred Stock proposed to be issued will 
have the benefit of the information made generally avail- 
able by the disclosure and reporting provisions of the 
Securities Exchange Act of 1934 and the rules of the New 
York Stock Exchange, which are applicable to Baxter. 


(3) TheApplicant does not and will not deal or trade in 
securities. 


Section 6(c) of the Act authorizes the Commission to 
exempt any person, security, or transaction, or any class 
or classes of persons, securities or transactions, from 
any provisions of the Act and rules and regulations 
thereunder if and to the extent that such exemption is 
necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 





NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 12, 1978, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the application accompanied by a statement 
as to the nature of his interest, the reasons for such 
request, and the issues, if any, of fact or law proposed to 
be controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon the Applicant at the address 
stated above. Proof of such service (by affidavit, or in 
case of an attorney-at-law by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Releasé No. 10414/September 20, 1978 


In the Matter of 


ELFUN TRUSTS 
112 Prospect Street 
Stamford, Connecticut 06904 


(813-45) 


ORDER OF EXEMPTION FOR AN EMPLOYEES’ 
SECURITIES COMPANY PURSUANT TO SECTION 
6(b) OF THE INVESTMENT COMPANY ACT OF 1940. 


On August 23, 1978, a notice was issued (Investment 
Company Act Release No. 10375) of an application filed 
on April 5, 1978, and an amendment thereto on July 28, 
1978, by Elfun Trusts (‘‘Fund’’), registered under the 
Investment Company Act of 1940 (‘‘Act’’) as a 
diversified, open-end management investment com- 
pany, organized as an employees’ securities company 


for an order of the Commission pursuant to Section 6(b) 
of the Act exempting the Fund from the shareholder 
voting requirements of Section 15(a) of the Act and the 
Rules and Regulations thereunder. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 


been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
granting of the requested exemption is consistent with 
the protection of investors. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(b) of the Act, 
that the application for exemption from the provisions of 
Section 15(a) of the Act, to the extent requested, be, and 
hereby is granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10415/September 21, 1978 


In the Matter of 


THE TAX-EXEMPT BOND FUND OF VIRGINIA 
FIRST SERIES (AND SUBSEQUENT SERIES) 


and 


CRAIGIE INCORPORATED 
Fidelity Building 

Ninth & Main Streets 
Richmond, Virginia 23219 


(812-4348) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER OF THE COMMISSION PURSUANT TO 
SECTION 6(c) OF THE ACT GRANTING EXEMPTIONS 
FROM THE PROVISIONS OF SECTION 14(a) OF THE 
ACT AND FROM RULES 19b-1 AND 22c-1 UNDER THE 
ACT. 


NOTICE IS HEREBY GIVEN that The Tax-Exempt Bond 
Fund of Virginia, First Series (and Subsequent Series) 
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(the “Fund”), a unit investment trust registered under 
the Investment Company Act of 1940 (the “Act”) and its 
sponsor, Craigie Incorporated (the “Sponsor”) (here- 
inafter the Sponsor and the Fund are collectively 
referred to as “Applicants”) have filed an application on 
August 10, 1978, and an amendment thereto on 
September 19, 1978, pursuant to Section 6(c) of the Act 
for an order of the Commission exempting the Appli- 
cants from the provisions of Section 14(a) of the Act 
and exempting the frequency of the capital gains distri- 
butions of the Fund and the secondary market 
operations of the Sponsor from the provisions of Rule 
19b-1 and Rule 22c-1, respectively, under the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Series 1 of the Fund (“Series 1”) is a unit investment 
trust, and is the first of a series of similar but separate 
trusts that the Sponsor intends to form (hereinafter 
Series 1 and all such Subsequent Series are collectively 
referred to as the “Series”). The Series will be created 
under the laws of the State of New York or the 
Commonwealth of Virginia pursuant to separate trust 
agreements that will contain certain standard terms 
and conditions of trust common to all the Series. The 
Applicants represent that the investment objective of 
each Series will be to seek both the preservation of 
capital and current distributions of tax-exempt income 
through the investment in a portfolio of securities con- 
sisting of (i) debt obligations of political subdivisions, 
public authorities and agencies of the Commonwealth 
of Virginia (the “Bonds”) and (ii) subject to certain 
limitations, Units of previously issued Series of the 
Fund (the Bonds and previously issued Units are 
collectively called herein the “Trust Securities”). The 
Trust Securities that will constitute the portfolio of 
each Series will be selected in advance and will be 
identifiable in respect of each Series on the date of 
deposit with the Trustee. 


The Sponsor has filed a Form S-6 Registration State- 
ment under the Securities Act of 1933 (“1933 Act”) 
covering fractional undivided interests in Series 1 to be 
offered to investors at a public offering price set forth 
in the prospectus included in the S-6 Registration 
Statement. The 1933 Act Registration Statement has 
not yet become effective. The Sponsor has also filed a 
Form N-8A Notification of Registration and a Form 
N-8B-2 Registration Statement under the Act, relating 
to the Fund. 


Each Series of the Fund will be governed by the pro- 
visions of a trust agreement (the “Agreement”) to be 


entered into by the Sponsor and a corporation 
organized and doing business under the laws of the 
United States or New York or Virginia, that is 
authorized under such laws to exercise corporate trust 
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powers and having at all times an aggregate capital, 
surplus, and undivided profits of not less than # 
$50,000,000 (“Trustee”). It is contemplated that United — 
States Trust Company of New York will serve as 
Trustee for Series 1. Standard & Poor’s Corporation will 
serve as Evaluator for Series 1. A separate Agreement 
will be entered into each time a Series is created and 
activated and the Trust Securities that comprise its 
portfolio (or delivery statements relating to contracts 
for the purchase of such Trust Securities together with 
funds represented by cash or an irrevocable letter of 
credit issued by a commercial bank in the amount 
required for their purchase) are deposited with the 
Trustee. Each Series will be substantially identical 
except as to size, number of Units and the individual 
Trust Securities in the portfolio. 


When a Series of the Fund is created, the Sponsor and 
the Trustee will enter into an Agreement and the Trust 
Securities to constitute such Series of the Fund (or 
delivery statements relating thereto and funds for the 
purchase thereof as set forth above) will be delivered to 
and deposited with the Trustee by the Sponsor. Sub- 
stantially concurrently, the Trustee will issue in the 
name of the Sponsor, or such other name or names as 
the Sponsor may direct, one or more certificates evi- 
dencing the ownership of all of the undivided interests 
in such Series of the Fund. These Units will be 
separately offered for sale to the public at prices based 
upon their then respective current net asset values plus 
a sales charge, after the registration statement filed in 
respect thereto under the 1933 Act has become 
effective. 


The Applicants state that the Trust Securities wil! not 
be pledged or be in any other way subjected to any debt 
at any time after they are deposited with the Trustee. 
The Sponsor expects to accumulate Trust Securities 
for the purpose of deposit in Series 1 and expects to 
follow a similar procedure of accumulating Trust 
Securities for each Subsequent Series. 


The assets of the Fund may consist of Bonds initially 
deposited, such Bonds as may continue to be held 
from time to time in exchange for or substitution of any 
of the Bonds, accrued and undistributed interest, un- 
disturbed cash and Units of previously issued Series 
of the Fund. Certain of the Bonds may from time to 
time be sold under the circumstances set forth in the 
Agreement, or may be redeemed or may mature in 
accordance with their terms. The proceeds from such 
dispositions will be distributed to the holders of Units 
of the Trust (“Unitholders’”) and not reinvested. 


Each Unit of the Fund will represent a fractional 
undivided interest, the numerator of the fractional 
interest represented will be 1 and the denominator will 
be the number of Units issued and outstanding in any 
particular Series. Units are redeemable, and in. the 





event that any Units are redeemed, the fractional 
undivided interest represented by each Unit will be 
increased accordingly. Units will remain outstanding 
until redeemed or until the termination of the Agree- 
ment. The Agreement may be terminated by 66-24% 
agreement of the Unitholders of a Series or, in the 
event that the value of Trust Securities falls below an 
amount specified, either upon direction of the Sponsor 
to the Trustee or by the Trustee without such direction. 
There is no provision in the Agreement for the 
issuance of any Units after the initial issuance and 
such activity will not take place (except to the extent 
that the secondary trading by the Sponsor in the Units 
is deemed the issuance of Units under the Act). 


The Sponsor, while under no obligation to do so, 
intends to maintain a market for whole Units of the 
Fund and to offer to purchase such Units at prices in 
excess of the redemption price as set forth in the 
Agreement. In the absence of such a market, Unit- 
holders may only be able to dispose of their Units by 
redemption. 


Section 14(a) 


Section 14(a) of the Act, in substance, provides that no 
registered investment company and no principal under- 
writer for such a company shall make a public offering 
of securities of which such company is the issuer 
unless (1) the company has a net worth of at least 
$100,000; (2) at the time of a previous public offering it 
had a net worth of $100,000; or (3) provision is made 
that a net worth of $100,000 will be obtained from not 
more than twenty-five responsible persons within 
ninety days, or the entire proceeds received, including 
sales charge, will be refunded. 


The Applicants seek an exemption from the provisions 
of Section 14(a) of the Act in order that a public 
offering of Units of the Fund as described above may 
be made. In connection with the requested exemption 
from Section 14(a) the Sponsor agrees (1) to refund, on 
demand and without deduction, all sales charges to 
purchasers of Units of a Series if, within ninety days 
from the time that a registration statement for a Series 
becomes effective under the 1933 Act, the net worth of 
the Series shall be reduced to less than $100,000, or 
if such Series is terminated; (2) to instruct the Trustee 
on the date Trust Securities are deposited in each 
Series that in the event that redemption by the Sponsor 
of Units constituting a part of the unsold Units shall 
result in that Series having a net worth of less than 
40% of the principal amount of Trust Securities 
originally deposited for such Series, the Trustee shall 
terminate the Series in the manner provided in the 
Agreement and distribute any Trust Securities or other 
assets deposited with the Trustee pursuant to the 
Agreement as provided therein; and (3) in the event of 


termination for the reasons described in (2) above, to 
refund any sales charges to any purchasers of Units 
purchased from the Sponsor, on demand and without 
any deduction. Thus, the Applicants represent that it is 
highly unlikely that, except during the course of liqui- 
dation, the net worth of any Series would ever decline 
to $100,000 or less. 


Rule 19b-1 


Rule 19b-1 provides in substance that no registered 
investment company which is a “regulated investment 
company” as defined in Section 851 of the Internal 
Revenue Code shall distribute more than one capital 
gain dividend in any one taxable year of such invest- 
ment company. Paragraph (b) of the Rule contains a 
similar prohibition for a company not a “regulated 
investment company” but permits a unit investment 
trust to distribute capital gain dividends received from 
a “regulated investment company” within a reasonable 
time after receipt. 


Distributions of interest and principal on each Series 
will be made to Unitholders quarterly. The Applicants 
represent that distributions of principal on each Series 
constituting capital gains to Unitholders may arise in 
the following instances: (1) If an issuer calls or 
redeems an issue of Bonds held in the portfolio, the 
sums received by the Fund will be distributed on a pro- 
rata basis to each Unitholder on the next distribution 
date; (2) if Units are redeemed by the Trustee and Trust 
Securities from the portfolio are sold to provide the 
funds necessary for such redemption, each Unitholder 
will receive his pro-rata portion of the proceeds from 
the Trust Securities sold over the amount required to 
satisfy such redemption distribution; (3) if Bonds held 
in the portfolio are sold to maintain the investment 
stability of a Series of the Fund, the sums received by 
the Fund may be distributed on a pro-rata basis to each 
Unitholder on the next distribution date; and (4) as 
regular distributions of principal and any pre-payments 
of principal are declared on an issue of Bonds held in 
the portfolio, the sums received by the Fund will be 
distributed on a pro-rata basis to each Unitholder on 
the next distribution date. In such instances, a Unit- 
holder may receive in his distribution funds that 
constitute capital gains, because in some cases the 
value of the Trust Securities redeemed or sold may 
have increased since the date of their acquisition by 
the Fund. 


As noted above, Paragraph (b) of Rule 19b-1 provides 
that a unit investment trust may distribute capital gain 
dividends received from a “regulated investment 
company” within a reasonable time after receipt. The 
Applicants assert that the purposes behind such pro- 
vision is to avoid forcing unit investment trusts to 
accumulate valid distributions received throughout the 


SEC DOCKET/1147 





year and distribute them only at year end, and that the 
operations of the Applicants in this regard are squarely 
within the purpose of such provision. However, in 
order to comply with the literal requirements of the 
Rule, each Series of the Fund would be forced to hold 
any monies that would constitute capital gains upon 
distribution until the end of its taxable year. The appli- 
cation contends that such practice would clearly be to 
the detriment of the Unitholders. 


In support of the requested exemption, the Applicants 
state that the dangers which Rule 19b-1 is intended to 
guard against do not exist in the situation at hand 
because neither the Sponsor nor the Fund has control 
over events which might trigger capital gains, e.g., the 
tendering of Units for redemption and the prepayment 
of portfolio Bonds by the issuers. In addition, it is 
contended that any capital gains distribution will be 
clearly indicated as capital gains in the accompanying 
report by the Trustee to the Unitholder. Furthermore, 
the Applicants assert that the sale of Bonds in an effort 
to maintain the investment stability of a Series of the 
Fund is an activity designed generally to prevent or to 
retard deterioration of values when certain adverse 
factors exist. These factors include a default in the 
payment of principal or interest on Bonds, an action 
involving the issuer thereof that will adversely affect its 
ability to continue payment of the principal and the 
interest on its Bonds, or an adverse change in the 
market, revenue or credit factors affecting the invest- 
ment stability of the Bonds. Finally, the Applicants 
contend that sale of Bonds in an effort to maintain 
investment stability of any Series is not expected to 
result in capital gains distributions to the Fund or its 
Unitholders because the above factors will normally 
have a depressing effect on the market value of the 
Bonds. 


Rule 22c-1 


The Applicants state that following the initial offering 
period, the Sponsor, while not obligated to do so, 
intends to offer to purchase whole Units in the 
secondary market at prices based on the offering side 
evaluation of the Trust Securities in any Series, deter- 
mined on the last business day of each week, effective 
for all sales made during the following week. 


The Applicants also state that the Sponsor has under- 
taken to adopt a procedure whereby the Evaluator, 
without a formal evaluation, will provide estimated 
evaluations on trading days. In the case of a 
repurchase, if the Evaluator cannot state that the 
previous Friday’s price is at least equal to the current 
bid price, the Sponsor will order a formal evaluation. 
The Sponsor agrees that, in the case of the resale of 
Units in the secondary market, if the Evaluator cannot 
state that the previous Friday’s price is not more than 
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one-half point ($5.00 on a unit representing $1,000.00 
principal amount of underlying Trust Securities) _ 
greater than the current offering price, a formal 
evaluation will be ordered. Under these circumstances ~< 
the Applicants contend that the exemption of the 
Sponsor from the provisions of Rule 22c-1 will in no 
way affect the operations of the Fund and will benefit 
the Unitholders by providing a repurchase price of their 
Units that is in excess of the current net asset value of 
such Units as computed for redemption purposes. 


Rule 22c-1 provides, in pertinent part, that no regis- 
tered investment company issuing any redeemable 
security, and no dealer in any such security, shall sell, 
redeem, or repurchase any such security except at a 
price based on the current net asset value of such 
security which is next computed after receipt of a 
tender of such security for redemption or of an order to 
purchase or sell such security. 


The Applicants state that Rule 22c-1 has two purposes: 
(1) to eliminate or to reduce any dilution of the value of 
outstanding redeemable securities of registered invest- 
ment companies which might occur through the sale, 
redemption or repurchase of such securities at prices 
other than their current net asset values; and (2) to 
minimize speculative trading practices in the securities 
of registered investment companies. 


The secondary market activities of the Sponsor and the 
manner for the acquisition by investors of new Units, 
may be deemed to violate Rule 22c-1 because of the 
absence of daily pricing. The Applicants contend, how- 
ever, that the purposes of Rule 22c-1 will not be frus- 
trated by the Sponsor in the proposed secondary 
market activities. The Applicants assert that the pricing 
of Units by the Sponsor in the secondary market will in 
no way dilute the assets of the Fund, and that Unit- 
holders will benefit from the Sponsor’s pricing pro- 
cedure in the secondary market because they will 
normally receive a higher repurchase price for their 
Units than they could obtain by redeeming their Units 
at the current net asset value, and that this will be 
accomplished without the cost burden to the Fund of 
daily evaluations of the Units’ redemption value. 


The Applicants also contend that speculation in Units 
of any Series is unlikely because price changes are 
limited in respect to the kind of Trust Securities that 
will be held by such Series. In addition, the Applicants 
argue that because of the nature of the Trust Securities 
price changes are gradual and depend largely on 
general changes in interest rates. To avoid the Sponsor 
receiving more than the the specified sales charge on 
the resale of Units, the Sponsor has undertaken not to 
resell in the secondary market any Units that it may 
repurchase at a price below the offering side evaluation 
of the Trust Securities in any Series. 





The Applicants therefore request an exemption from 
the provisions of Rule 22c-1 for Series 1 and for all sub- 
sequently created Series insofar as the Rule may apply 
after completion of the primary distribution of Units of 
such Series. 


Section 6(c) of the act provides, in pertinent part, that 
the Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities or transactions, from any provision 
of the Act or of any rule or regulation under the Act, if 
and to the extent such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 13, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon the 
Applicants at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at-law 
by certificate) shall be filed contemporaneously with 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release 8513 /September 21, 1978 


SEC V. SECURITY INTERNATIONAL CORPORATION 
ET AL. (United States District Court, District of North 
Dakota, Civil Action No. A77-3063) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on August 2, 1978 the 
Honorable Paul Benson, Chief Judge of the United 
States District Court for the District of North Dakota, 
signed an order of preliminary injunction against 
Gorman King (“King”) of Bismarck, North Dakota. The 
judgment enjoins King from violating Sections 10(b), 
12, 13, 14 and 16 of the Securities Exchange Act of 
1934, as amended, and Rules 10b-5 and 10b-13 there- 
under. The complaint filed in the action on November 
22, 1977, alleges that King, in addition to aiding and 
abetting David Johnson, Investment Brokerage 
Corporation (“IBC”), Lester Ladbury, Dairyman Publi- 
cations, and Ellis Davidson in violation of the tender 
offer and antifraud provisions of the federal securities 
laws. 


The order of preliminary injunction, in substance, 
enjoins King from, among other things, directly or 
indirectly: 


(1) making any statement or causing to be made any 
statement, in any application, report or document to be 
filed with the Commission, which is false or mis- 
leading; 


(2) failing to file or causing the failure to file timely, a 
complete and accurate application, report or document 
required to be filed under the Securities Exchange Act 
of 1934; 


(3) while making or participating in a cash tender 
offer or exchange offer for the equity securities of 
Security International Corporation from directly or 
indirectly purchasing, or making any arrangements to 
purchase, such securities otherwise than pursuant to 
such tender offer or exchange offer, from the time such 
tender offer or exchange offer is publicly announced or 
otherwise made known to holders of the securities to 
be acquired until the expiration of such offer; and 


(4) in connection with the offer for sale, offer to 
purchase, or purchase of securities of Security Inter- 
national Corporation, making use of any means or 
instruments of transportation or communication in 
interstate commerce, or the mails, or any means or 
instrumentalities of interstate commerce, or facilities 
of a national securities exchange, to employ any 
device, scheme or artifice to defraud, or to engage in 
any transaction, practice or course of business which 
operates or would operate as a fraud or deceipt upon 
the purchaser or seller. 


The order preliminarily enjoining King was entered 


SEC DOCKET/1149 





after the Court, on July 17, 1978, heard oral arguments 
on motions by the Commission for a summary judg- 
ment and preliminary injunction. The Commission’s 
motion for preliminary injunction was taken under 
advisement while the motion for summary judgment 
was denied. On August 2, 1978, after finding that King 
acted on behalf of IBC and David Johnson in violating 
Rules 10b-5 and 10b-13, and Section 14(e) of the 
Securities Exchange Act of 1934, the Court entered its 
order of preliminary injunction. 


For further information see Litigation Release No.’s 
8206 and 8498. 





Litigation Release No. 8539/September 19, 1978 


SEC v. F. GAYLORD NANCE, ET AL. Civ. No. 78 C 
1024 (N.D. Ill.) 


William D. Goldsberry announced that Final Orders of 
Permanent Injunction by consent were issued against 
F. Gaylord Nance (‘“‘Nance’’), Richard T. Fogle 
(“Fogle”), Arrow Oil Corporation (“Arrow”), and Texoil 
Exploration Company (“Texoil”), on September 5, 
1978, by Senior Judge Julius Hoffman of the U.S. 
District Court for the Northern District of Illinois. The 
defendants consented to the orders without admitting 
or denying the Commission’s allegations of their vio- 
lation of the anti-fraud provisions of federal securities 
laws. 


Judge Hoffman specifically ordered that in conducting 
any future securities business, the defendants disclose 
all payments received to induce individuals to sell 
securities to or purchase securities for the accounts of 
others, the appropriation of any securities customers’ 
funds or property, and/or any existing conflict of 
interest. 


Nance and Fogle were sued by the Commission in 
connection with their activities while trust officers of 
the Continental Illinois National Bank and Trust 
Company in charge of managing the bank’s tax shelter 
programs for investment in oil and gas leases. Arrow 
and Texoil were companies owned by Nance and Fogle 
which were used to disguise their fraudulent activities. 
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Litigation Release No. 8540/September 19, 1978 


SEC v. BERNARD W. SHIELL, ET AL. (N.D. Fla.) 
Tallahassee Division, Civil Action No. TCA-76-204 ~ 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and William Nortman, Associate Regional 
Administrator of the Miami Branch Office of the 
Securities and Exchange Commission jointly an- 
nounced that Final Judgments of Permanent Injunction 
were entered on August 23, 1978, against Thurmond L. 
Sowell (“Sowell”) and William C. Elmore (“Elmore”) 
enjoining them from further violations of the anti-fraud 
provisions of the federal securities laws (section 17(a) 
of the Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 there- 
under) in connection with the offer, purchase and sale 
of investment certificates and common stock of the 
Commonwealth Corporation or any other securities. 


Defendants Sowell and Elmore consented to the entry 
of the Orders without admitting or denying the 
allegations of the Commission’s Complaint and the 
matters set forth in an affidavit filed by the 
Commission. 


Defendants Sowell and Elmore were the last remaining 
defendants in the action originally filed by the 
Commission on December 2, 1976, (For further 
information see Litigation Release No. 7763/January 
31, 1977). 





Litigation Release No. 8541/September 20, 1978 


UNITED STATES OF AMERICA v. SAMUEL ARCH 
HARWELL, PATRICK DENNIS SULLIVAN (S.D. 
TEX—CR. NO. 78-H-78-87) 


J.A. “Tony” Canales, United States Attorney for the 
Southern District of Texas, Michael J. Stewart, 
Administrator of the Fort Worth Regional Office and 
Daniel R. Kirshbaum, Assistant Regional Adminis- 
trator of the Commission’s Houston Branch Office, 
today announced that Samuel Arch Harwell, Houston, 
Texas and Patrick Dennis Sullivan, Brea, California, 
were each found guilty by the Honorable Cari O. Bue, 
United States District Judge for the Southern District 
of Texas, on September 6 and September 12, 1978, 
respectively, of one count of a four count indictment 
charging them with mail fraud, wire fraud and 
conspiracy to commit wire fraud following acceptancr 





of their pleas of guilty entered on the same dates. 
Harwell pled guilty to one count charging mail fraud 
and Sullivan pled guilty to one count charging wire 
fraud. 


The Court will impose sentence at a later date. 


For further information see Litigation Release No. 
8417. 





Litigation Release No. 8542/September 21, 1978 


UNITED STATES OF AMERICA v. MARVIN 
MAULTASCH AND RICHARD D. REDDOCK 78 Cr. 114 
(S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced that on July 24, 1978, the 
Honorable Marvin E. Frankel, U.S. District Judge, 
Southern District of New York, imposed a sentence of 
one year probation on Marvin Maultasch (“Maultasch”) 
and Richard D. Reddock (‘“‘Reddock”), and fined Maul- 
tasch $200 and Reddock $2,000. The defendants were 
sentenced after being found guilty by a jury on June 9, 
1978 of testifying falsely under oath before the staff of 
the SEC which was conducting an investigation into 
the business dealings of Galaxy Fund, Inc., (“Galaxy 
Fund”) a diversified open-end investment company, 
Galaxy Management Corporation, the investment 
adviser to Galaxy Fund which was a wholly owned 
subsidiary of the Galaxy Group, Inc. (“Galaxy Group”) 
and S.J. Salmon and Co., Inc., (“Salmon”) a broker- 
dealer registered with the Securities and Exchange 
Commission. Maultasch and Reddock were officers, 
directors and principal shareholders of Galaxy Fund 
and Galaxy Group. 


The indictment alleged that, in the course of the 
Commission’s investigation, the defendants were 
asked if any agreement or understanding existed 
between Galaxy Group and Salmon that in return for 
Salmon underwriting the public offering of the shares 
of Galaxy Group, Galaxy Fund would purchase publicly 
traded shares of other corporations underwritten or 
traded by Salmon, whether there hed been discussions 
between Galaxy Group and Salmon concerning such an 
agreement or understanding and if the defendants 
posssessed a beneficial interest in any customer 
accounts at Salmon. The defendants testified in the 
negative even though there was such an agreement or 
understanding between Galaxy Group and Salmon, the 


-at Boston, 


defendants had discussed such an agreement or 
understanding with Salmon and the defendants did 
have a beneficial interest in one or more customer 
accounts at Salmon. 





Litigation Release No. 8543/September 21, 1978 


SEC v. GEORGE M. OSSERMAN, ET AL. (D.C. 
Massachusetts) (Civil Action No. 78-2366-NA) 


Michael J. Stewart, Administrator for the Boston 
Regional Office of the Securities and Exchange 
Commission, announced that on September 7, 1978, a 
complaint was filed in the United States District Court 
Massachusetts, seeking an injunction 
against S-J Mineral Associates, L.P.; S-J Mineral 
Associates Il, L.P.; and S-J Mineral Associates Ill, 
L.P., all limited partnerships operating out of Newton, 
Massachusetts, and INAS Associates, L.P., a limited 
partnership operating out of Houston, Texas; George 
M. Osserman, a New York lawyer of Newton, 
Massachusetis, and a promoter of the partnerships’ 


securities; OCG Enterprises, Inc., of Newton, 
Massachusetts; Prodamat N.V., a Netherland Antilles 
corporation, operating out of Newton, Massachusetts; 


Regency Communications, Ltd., a New York 
corporation; Irwin Meyer, of New York City, Chairman 
of the Board of Regency; Stephen R. Friedman, of New 
York City, president of Regency; Barry A.Witchell, a 
New York lawyer; Pryor, Cashman, Sherman & Flynn, a 
New York City law firm; Richard A. Osserman, a New 
York tax attorney; Phillip S. Weinstein, a Boston lawyer 
who served as attorney for S-J and S-J Il; David D. 
Garfinkle, a Boston lawyer who served as attorney for 
INAS; James A. Penta, of Alexandria, Virginia, a 
general partner of INAS; Melvin J. Sowards, of 
Houston, Texas, a general partner of INAS; Marshall 
Sterman, of Beverly, Massachusetts, a general partner 
of S-J Il and S-J Ill; Theodore F. Tonkonogy, a New 
York City attorney; Java Mining, Inc., of New York City, 
the managing general partner of S-J, S-J Il, and S-J Ill; 
Paul R. Kretschmer, a financial consultant of 
Southampton, New York; Bert Padell, a certified public 
accountant and attorney of New York City; William 
Brennan, a registered investment adviser of 
Johnstown, Pennsylvania; Anthony F. Cutaia & Co., a 
registered investment adviser of New York City; 
Anthony F. Cutaia, general partner of Anthony F. 
Cutaia & Co.; Berkeley Corporation, a registered 
investment adviser of Honolulu, Hawaii; Leonard A. 
Margolis, a Honolulu attorney and president of Berkeley 
Corporation; Freeman, Penrose & Kajimura, Ltd., a 
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registered investment adviser of Honolulu, Hawaii; 
George Muhistock & Co., a New York City accounting 
firm; and Alvin Willard, a financial consultant of 
Cohasset, Massachusetts. 


The complaint alleges that each of the defendants vio- 
lated the registration provisions of the Securities 
Exchange Act of 1933 in connection with the offer and 
sale of approximately $112,000,000 of unregistered 
securities in the form of limited partnership interests in 
S-J, S-J Il, S-J Ill and INAS. 


The complaint further alleges that George A. 
Osserman; Paul Garfinkle; OCG Enterprises, Inc.; 
Prodamat, N.V.; Irwin Meyer; Stephen R. Friedman; 
Regency Communications, Ltd.,; Barry A. Witchell; 
Richard A. Osserman; Pryor, Cashman, Sherman & 
Flynn; Phillip S. Weinstein; David D. Garfinkle; INAS 
Associates, L.P.; S-J Mineral Associates, L.P.; S-J 
Mineral Associates II, L.P.; S-J Mineral Associates Ill, 
L.P.; Java Mining, Inc.; James T. Melillo, Jr.; James A. 
Penta; Carmine A. Penta; Melvin Sowards; Marshail 
Sterman; and Theodore F. Tonkonogy violated the anti- 
fraud provisions of the Securities Act and the 
Securities Exchange Act in connection with the sale of 
limited partnership interests in S-J, S-J Il, S-J Ill and 
INAS. 


The complaint alleges that the partnerships sold 
securities in the form of limited partnership interests in 
a coal mining venture in Gillette, Wyoming. The 
complaint states that these interests were sold with the 
promise of substantial economic profit as well as an 
immediate tax write-off of five times the total cash 
investment. It is alleged that these representations 
were fraudulent in that coal underlying 95 percent of 
the property was and is owned by the federal govern- 
ment, and that documents were backdated, thus 
making the tax deductions extremely doubtful. It is 
further alleged in the complaint that the general 
partners had no control over the partnerships and that, 
in contrast to representations, they made no capital 
contributions. 


The complaint states that in excess of $20,000,000 in 
cash was raised, and that George Osserman and Paul 
Garfinkle divided approximately $10,000,000 of 
investor funds. The balance was distributed to the 
remaining defendants and others for various purposes, 
including the payment of undisclosed sales 
commissions totalling approximately $4,000,000. 


In addition to requesting preliminary and permanent 
injunctions, the complaint also seeks as ancillary relief 
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that George M. Osserman; Paul Garfinkle; OCG Enter- 
prises, Inc.; Prodamat N.V.; Irwin Meyer; Stephen R. 
Friedman; Regency Communications, Ltd.; Barry A. 
Witchell; Richard A. Osserman; Phillip S. Weinstein; — 
David D. Garfinkle; James Penta; Carmine A. Penta; 
Melvin J. sowards; Theodore F. Tonkonogy; Java 
Mining, Inc.; James T. Melillo; Leonard |. Margolis; 
Berkeley Corporation; and George Muhlstock & Co. file 
an accounting with the Court setting forth all funds 
directly or indirectly received or disbursed by them 
from the offer and sale of the limited partnership 
interests. 


The Complaint asks that a receiver be appointed for 
INAS Associates, L.P.; S-J Mineral Associates L.P.; 
S-J Mineral Associates II, L.P.; S-J Mineral Associates 
lll, L.P.; Java Mining, Inc.; Prodamat, N.V.; and OCG 
Enterprises, Inc. 


Simultaneously with the filing of the complaint, 
Richard A. Osserman; Pryor, Cashman, Sherman & 
Flynn; and Marshall S. Sterman consented without 
admitting or denying the allegations of the complaint 
to the entry of a Permanent Injunction from violations 
of the registration and anti-fraud provisions of the 
Securities Exchange Act of 1934. Bert Padell, Alvin 
Willard, William Brennan, and Paul Kretschmer 
consented without admitting or denying the 
allegations of the complaint to the entry of a 
Permanent Injunction from violations of the 
registration provisions of the Securities Act of 1933. 








SECURITIES INVESTOR PROTECTION ACT 
OF 1970 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 74/September 21, 1978 


SEE: 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15179/September 21, 1978 
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